A ugust 1930 . 


REG. U. & PAT. OFF 


The Income Tax on Losses 
The Third of a Series of Articles on Federal Income Tax 
R. D. BOND 


Valuation of Bank Stocks in Mergers 
CHRISTIAN DJORUP 


The Human Factor in Banking 
ROY R. MARQUARDT 


A Year of Revival Now 


. PAUL WILLARD GARRETT 


Handling the Chain Account 


CLARK G. MITCHELL 


FOR TABLE OF CONTENTS SEE PAGE I 


Published by 


THE BANKERS PUBLISHING COMPANY 
PUBLICATION OFFICE: 465 MAIN ST., CAMBRIDGE, MASS. 
EXECUTIVE OFFICE: 71 MURRAY ST., NEW YORK, U.S.A. 

London: Effingham Wilson, 16 Copthall Ave., E. C. 2 
$5.00 a Year 50 Cents a Copy 


rang 





J.P. MORGAN & CO; 


Wall Street, Corner of Broad 
NEW YORK 


DREXEL & CO., PHILADELPHIA 


Fifteenth and Walnut Streets 


MORGAN GRENFELL & CO., LONDON) 


23 Great Winchester Street 


MORGAN & C=, PARIS 


14 Place Vendome 


Securities bought and sold on commission 
Foreign Exchange, Commercial Credits 
Cable Transfers 
Csreular Letters for Travelers, available in all parts of the world 








The New York Trust Company 


Capital, Surplus and Undivided 
Profits. - + $47,000,000 


> 
Domestic and Foreign Banking Facilities 


Corporate and Personal Trusts 








100 Broadway 


7th Street and Fifth Avenue 40th Street and Madison Avenue 














ESTABLISHED 1846 


THE BANKERS. MAGAZINE 


Published Monthly by 
THE BANKERS PUBLISHING C OMPANY 


PUBLICATION OFFICE: 465 MAIN ST., CAMBRIDGE, MASS, 
EXECUTIVE OFFICE: 71-73 MURRAY ST., NEW YORK, N. Y. 
Cable Address + ‘* Bankmag,’’ New York 
ELMER H. YOUNGMAN KEITH F. WARREN RICHARD F. DURHAM 
Editor Publisher Managing Editor 


Subscription price $5.00 a year; 50c. per copy. Foreisa Postage $1.10 per year. Canadian Postage, soc. per year. 
Entered as second-class matter at the post office at Boston, Mass., under the Act of March 3, 1879. 
Copyright 1930 by The Bankers Publishing Company. 


VOLUME CXXI AUGUST, 1930 


Contents 


THe NEw TARIFF AND PROSPERITY 

TraDE AREA BRANCH BANKING 

BETTER BANKING AND BETTER CITIZENSHIP 
Over-IssUE OF SECURITIES 

PROSPERITY’'S LAGGING RETURN 


RATIONALIZATION 


Over-PRODUCTION 


VALUATION OF BANK STOCKS IN MERGERS 
By Christian Djorup 


| TELEPHONE Do’s AND Don'ts . 


THE INCOME TAX ON LossEs 
By R. D. Bond 


FINANCIAL SERVICE FOR WOMEN 


| Tue Apuse or BANK CREDIT 
By Benjamin M. Anderson, Jr. 


| Toe HuMAN Factor IN BANKING 
By Roy R. Marquardt 


| HANDLING THE CHAIN ACCOUNT 


By Clark G. Mitchell 


(Contents continued on page vil) 
















THE BANKERS MAGAZINE 


If You Need Specialized 
Fiduciary Experience 


In Massachusetts 
Incorporated 1874 



















Settling Estates and managing property in Trust, 
either real or personal, has been our principal 
and specialized business for many years. We 
have settled hundreds of Estates, many of them 
large and complicated, and are now managing 
more than $200,000,000 in Trust funds. 


Practically every type of Estate and Trust prob- 
lem that may arise has been met and solved by 
this company in the many years of its experience. 


SON ees = 


: Nyy 


Individuals and corporations who require the 
services of an institution of this kind are cor- 
dially invited to correspond with the President 
or other officers of this Company. 


Charles E. Rogerson, President 


We also act as Corporate Trus- 


BosTON SAFE Deposit | inne 


and as Agent in the disburse- 


ment of dividends. This service 
AND RI ST OM PAN Y is in charge of specialists and 
our equipment to handle it is 


100 FrankLIN STREET complete. 


Ct Arcu and Devonsuire Streets 


nae 
A Book that points the way to 
greater profits... 


««~ "The Service Charge on 


Sent on . 
Pact Demand Deposits 
to 
any bank By W. GORDON JONES 
or 
banker THs book is a complete treatise on the growing 
. “ banking practice of imposing a monthly service 
Price charge on demand deposits that do not measure up to 
$2.50 a certain standard of profitableness to the bank. It 
tells how to determine which accounts are unprofitable 
ONO and discusses the best methods of imposing the charge 


without sacrificing the good will of the customer. 


BANKERS PUBLISHING CO. 


71 Murray Street, New York, N. Y. 
































THE BANKERS MAGAZINE 






[Continued from page m1] 


REVIEW OF HALF YEAR’s FINANCING 






A YEAR OF REVIVAL Now 
By Paul Willard Garrett 


THE SCIENTIFIC ORGANIZATION OF A SECONDARY RESERVE 
By Paul M. Atkins 









BANKING AND COMMERCIAL LAW 
By John Edson Brady 


CAN FEDERAL RESERVE RAISE PRICES? 






PROBLEMS IN BANK CREDIT 
By M. E. Robertson 






THE FINANCIAL SITUATION ABROAD 
By Paul Einzig 


CuRRENT CONDITIONS IN CANADA 
INTERNATIONAL BANKING NOTES 
First NATIONAL Has ANNIVERSARY 


GROWTH OF AMERICAN Express BANK 






Now—THE FIivE-YEAR BUDGET 
By I. I. Sperling 











How Banxs ARE ADVERTISING 


CurRENT BANKING PROBLEMS TO BE Discussep AT A. B. A. CONVENTION 
A SHEIK OPENS A BANK ACCOUNT 
MERCANTILE-COMMERCE PROMOTIONS 
BALTIMORE TRUST BUILDING 


CHASE AND Harris, FoRBES INTERESTS CONSOLIDATE 






ComiInG BANKERS’ CONVENTIONS .. .. .. .. oe ce ce ee we) (289 









Book REvIEws AND New Books .. .. .. .. .- «se «ee «es «+ 290 


The Bankers Magazine is on file in banking, reference and public libraries and is indexed every month in the Industrial 
Arts Index. For further references on the above subjects consult The Bankers Magazine 
semi-annual index and the Industrial Arts Index. 


SEE THE PUBLISHER’S PAGE ON PAGE XI 


THE BANKERS MAGAZINE 


MIDLAND BANK 


LIMITED 
= 


A Complete Banking Service 
The Midland Bank offers exceptional facilities 
for the transaction of banking business of every 
description. It has offices in the Atlantic Liners 
“Aquitania” “Berengaria” “Mauretania” 
and with affiliated banks operates over 2500 
branches in Great Britain and Northern Ireland. 


The offices in Poultry and at 196 Piccadilly are 
specially equipped for the use and convenience of 
American visitors in London. 

—_> 


Head Office: POULTRY, LONDON, E.C.2 
Overseas Branch: 122 OLD BROAD STREET, LONDON, E.C.2 





TIONAL PROViN 
Are” BANK AL 


LIMITED 
Established 1833 


($5=21) 
Subscribed Capital - - - $218,085,400 
Paid-Up Capital - - - - - 47,397,080 
Reserve Fund - - - = = 47,397,080 


Head Office: 15, BISHOPSGATE, LONDON, E. C. 2 
UNION BANK OFFICE: Princes Street, London, E. C. 2 


OVER 1300 OFFICES in ENGLAND and WALES 


The Bank offers special facilities for the conduct of accounts 
of Overseas Banks 


AFFILIATED BANKS 
COUTTS & CO., GRINDLAY & CO., LTD. 





The Publisher’s Page 


HE proposal for “trade-area branch banking” is char- 

acterized as “fantastic”? by Editor Youngman in his 

editorial comment beginning on page 167. “Outside of 

Washington,” he writes, “nobody knows what a ‘trade 
area’ is. Our factories, great mercantile establishments and banks 
know no such thing. What, for example, is the ‘trade area’ of 
Detroit, with its great automobile factories selling their products 
all over the country and throughout the world?” 


WHEN a proposal is launched for the merging of two banking 
institutions the first problem is to ascertain the relative values of 
the stock of the two banks in question in order to arrive at a proper 
basis for an exchange of securities or the purchase for cash of the 
stock of one of the institutions involved. In far too many cases 
this valuation has not been properly arrived at and when the 
proposed consolidation is consummated it is found that it works 
out very much to the disadvantage of one of the merging institu- 
tions. CHRISTIAN DsorupP, a well known certified public account- 
ant, who has given much of his time to bank accounting, contributes 
an article on this important topic to the current issue entitled 
“Valuation of Bank Stocks in Mergers” which begins on page 173. 
Mr. Djorup explains in detail the process by which the value of 
bank stock may be arrived at. 


A utst of telephone “Do’s and Don’ts” as promulgated by the 
National City Bank of New York appears on page 180. If you 
think there is room for improvement in telephone habits and 
manners in your bank it will pay you to read and post this article 
on your bulletin board. 


Tue third article in the series now running on Federal income 
tax problems appears on page 181 under the title “The Income 
Tax on Losses.” R. D. Bonn, the author, is connected with R. D. 
Bond & Co., of Detroit, public accountants. For some years he 
has specialized in bank tax work and from his experience has 
concluded that many banks are overpaying their income tax by 
many thousands of dollars by not keeping proper supplementary 
records that will enable them to get credit where credit is due. 


[Continued on page xiv] 
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{Continued from page x1} 


“Bankers would never think of tearing up a perfectly good note,” 
he writes, “but they quite often tear up perfectly good money, 
figuratively speaking, by not presenting clear and convincing 
evidence in support of income tax deductions.” 


THE National Shawmut Bank of Boston has instituted a new 
service for women customers which is described on page 190 of 
this number. By means of this service the bank undertakes to pay 
all current bills and even domestic wages, thus acting as a financial 
secretary for the busy housewife. 


“THE growth during the last eight years in bank investments 
and in bank loans against stock and bond collateral has been alto- 
gether excessive. Between 1921 and 1928, bond holdings plus 
stock and bond collateral loans of the national banks increased from 
42 per cent. to 55 per cent. of their total loans and investments, 
while for the six hundred odd reporting member banks in the great 
cities the ratio rose from 46 per cent. to a fraction over 60 per 
cent.” So writes BENJAMIN M. ANDERSON, JR., economist of the 
Chase National Bank, New York, in an article which starts on 
page 191. 


THE importance of the human factor in banking is interestingly 
brought out by Roy R. Marquarpt, assistant vice-president, First 
Union Trust and Savings Bank, Chicago, in an article which begins 
on page 195. ... The troublesome problem of the chain store 
account is discussed on page 205 in an article by Cxark G. 
MitTcHELL, vice-president of the Denver National Bank, Denver, 
Colo.... A year of revival is about to begin writes PauL WILLARD 
GARRETT on page 209 in an article in which he points out that 
having reached the bottom we must now start to climb. . . . PAvL 
M. Arkins contributes another of his stimulating articles on 
secondary reserves which begins on page 217... . For current 
legal decisions in cases affecting banks, see page 221. . . . Questions 
and answers on bank credit appear on page 237. . . . The financial 
situation abroad is discussed beginning on page 243. 
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Editorial Comment 


THE NEW TARIFF AND PROSPERITY 


ALL STREET does not seem 
\X to have waxed very hilarious 
over the new tariff law as a 
harbinger of prosperity. On the con- 
trary, it has been disposed to view the 
measure in a despondent light. 
Whatever effects the new law may 
have upon domestic enterprise, it is 
likely to make it more difficult to ex- 
change our products for those of other 
countries. It is possible, however, that 
it may not restrict our foreign trade 
to the extent commonly supposed. 
While a tariff measure is under con- 
sideration, dire predictions are usually 


made as to its destructive possibilities 
by those who are opposed to contem- 


plated alteration of duties. Generally 
speaking, these dismal prophecies are 
not fulfilled. Trade with’ other coun- 
tries goes on much the same as before. 

There have been loud complaints 
against the new law, both at home and 
abroad. Many foreign countries have 
protested against it. Probably, like the 
lady in the play, they have protested 
too much, with the result that the de- 
termination of the high protectionists 
has been stiffened. No country likes 
to have its economic policy dictated 
from outside. We prefer to follow 
our own bent, and take the conse- 
quences. Vociferous threats of re- 
taliation, boycotts and so forth, on the 
part of other countries, have been 
made in vain. Should these threats be 
carried out, probably we shall be as 
well able to do without foreign pro- 
ducts as other countries are to get 
along without ours. 

The wisdom of a higher tariff at 
the present time, purely from the 
standpoint of our own interests, may 


well be doubted. Our factories have 
been extended to a point that renders 
them more than capable of supplying 
the needs of the home market, and 
therefore whatever tends to make it 
more difficult to sell our products 
abroad will operate to keep these fac- 
tories working below their full capacity. 
Furthermore, in view of the changed 
position of the country from a debtor 
to a creditor nation, a more liberal 
tariff policy is indicated. 

But none of these considerations 
have had much weight with Congress. 
There was truth in General Hancock’s 
observation in 1880 that the tariff is 
a local question. Various localities, 
with special interests to foster, clamor 
for protection, and they get it because 
of their political power. How the con- 
sumers will fare, or what will be the 
general effect upon the country’s 
foreign trade, and such matters, re- 
ceive scant respect. 

At any rate, the tariff controversy 
is out of the way. Business can now 
go ahead knowing the conditions under 
which it must operate. If the new 
tariff does not bring about that restora- 
tion of confidence that its advocates 
promised, let us hope that it will fall 
far short of producing the dire calamity 
predicted by its foes. 


TRADE AREA BRANCH 
BANKING 


MONG tthe fantastic schemes 
being promulgated for the im- 
provement of our banking situa- 

tion, the proposal for branch banking 


limited to “trade areas” easily takes 
first place. Outside of Washington 


167 
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nobody knows what a “trade area” 
is Our factories, great mercantile 
establishments and banks know no such 
thing. What, for example, is the 
“trade area” of Detroit, with its great 
automobile factories selling their prod- 
ucts all over the country and through- 
out the world? 

It is gratifying to learn that the 
American Bankers Association does not 
look with favor on this preposterous 
proposal. From a recent declaration 
of its economic policy commission the 
following statement is taken, reference 
being made to the investigation now 
taking place in regard to banking de: 
velopments: 


“The inquiry is now in the stage of 
gathering information as to the major 
issues. Branch and unit bankers are 
now being heard. The indications are 
that the issue as to branch banking 
will not be joined for some time. It 
would therefore seem best to wait 
before attempting to formulate any- 
thing in the name of the American 
Bankers Association along the line of 
a broad policy. 

“It is the intention of the economic 
policy commission to continue to de- 
velop its own studies in these questions, 
to watch carefully every move that 
is made and every bit of information 
that may develop in this connection 
and keep itself prepared to give the 
Association an unbiased and accurate 
statement of the facts of the case 
whenever that is desired. 

“In the meantime we do not hesi- 
tate to venture the opinion that the 
Association in the not distant future 
will have to modify the position it has 


taken in the branch banking problem. 


although we do not believe that so- 
called ‘trade-area’ branch banking is 
likely to gain the support of any large 
percentage of the banking fraternity.” 


In the foregoing statement it is 
evidently assumed that, in the absence 
of compulsory legislation, a banking 
evolution is taking place that may rep- 
resent an adjustment of our banking 
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situation to the public needs quite as 
satisfactory as any that can be devised 
out of hand at Washington. With 
time and opportunity to study this de- 
velopment, and to observe its results, 
legislation may be essential to confirm 
its wise features or to correct those 
which may not be in the public inter- 
ests. The attempt to enforce a new 
banking system upon the country, in 
the absence of knowledge of what 
the country really wants, may be no 
happier than the attempt to make the 
United States dry by constitutional 
amendment. 

The “trade-area” idea in regard to 
branch banking is evidently designed 
to prevent a few of the big city banks 
from getting a monopoly of the branch 
banking business. But the advocates 
of branch banking invariably point out 
how superior are the big city banks. 
If their contention is correct, why 
limit the extension of the blessings of 
metropolitan banking to theoretical 
“trade areas?” 

From a political standpoint it will 
no doubt be necessary to enact legisla- 
tion that will preserve the autonomy 
of the banks in the smaller cities, with 
the right of these institutions to estab- © 
lish branches within certain territorial 
limits. This territorial limit might be 
the state, which at any rate has a legal 
existence, and is therefore more real 
than the imaginary “trade area.” 


BETTER BANKING AND BETTER 
CITIZENSHIP 


HEN the American Bankers 

Association assembles for its 

annual convention at Cleve- 
land it may well give serious attention 
to the problems of making better 
bankers and better citizens. In sug- 
gesting that the country—some parts 
of it at least—needs better bankers 
it is not intended to imply that there 
has been a sudden and serious deteri- 
oration in the character of American 
bankers generally. Such is not the 
case. On the contrary, our bankers 
on the whole are more capable than 
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ever before. But in recent years we 
have been making an exceptionally bad 
record in the matter of bank failures. 
This has become a disgrace to Ameri- 
can banking. The difficulty has not 
been, in many cases, with the banker 
himself but with conditions for which 
the banker was not responsible. He 
cannot justly be charged with the un- 
profitable character of farming in many 
localities, though he cannot wholly 
escape responsibility for permitting his 
bank to become entangled in operations 
whose unprofitable character he ought 
to have foreseen. 

Risk is inseparable from the business 
of banking, but the prudent banker 
will never take risks that involve the 
existence of his bank. 

To the development of this prudent 
and capable type of banker the Ameri- 
can Bankers Association may well de- 
vote its careful attention. 

Perhaps of even greater moment at 
the present time is the character of 
our citizenship. Here again one would 


not wish to imply that the character 
of our people generally has deteriorated 
from an earlier standard that more 


closely approximated perfection. The 
people of yesterday had their faults, 
as have those of today. But now, with 
the growth of invention, individual 
shortcomings seem to have a much 
greater opportunity of multiplying and 
spreading their influences than was 
the case in the not remote past. Law- 
lessness is becoming a national charac- 
teristic’ Commonly this is ascribed to 
prohibition, but it is manifested in so 
many other ways that this view is seen 
to be biased. 

Now, the banker is one of the 
recognized stand-bys of law and order. 
Interested as he deeply is in the pros- 
perity of the community, he is like- 
wise greatly concerned about the char- 
acter of its citizenship. He cannot be 
unmindful of the evidences of reck- 
lessness too glaring to escape his at- 
tention. By his precept, and still more 
by his example, he can be of great help 
in developing in his community higher 
standards of citizenship. 
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No doubt the bankers are aware 
of all this, and no doubt also many 
may think it is enough for them to 
“run” the bank without attempting to 
regulate the affairs of the community. 
But on the whole the banker bears 
more than his due share of individual 
responsibility to the community where 
he does business. 

The development of better banking 
and of better citizenship may well rank 
first in the subjects to be considered 
by the bankers’ convention at Cleve- 
land. 


OVER-ISSUE OF SECURITIES 


RECENT report issued by the 
commerce and marine commission 
of the American Bankers As- 
sociation recommends the appointment 
of a qualified commission to study con- 
ditions in the New York money mar- 
ket with relation to the ability to ab- 
sorb new issues of securities. The re- 


port says: 


‘No one apparently has attempted to 
measure the ability of the United States 
to absorb new issues, as its potential 
wealth was so great there seemed to 
be no limit to the ability of people 
to take up securities. The combined 
net income of the people, plus their 
ability to borrow, must measure their 
ability to absorb new securities. Na- 
tional income provided, on the average 
for the five years closing January 1, 
1929, about $600,000,000 a month 
for utilization for investment in new 
securities or deposits in savings banks. 

“During the first three months of 
1929 securities amounted to about 
$2,800,000,000. The rights that had 
to be taken up came to another $1,500, 
000,000, making a total of over 
$4,000,000,000 in securities that had 
to be taken up in three months. Na- 
tional income for the purchase of 
securities was about $1,800,000,000 
for the three months. New securities 
were being issued at a much greater 
rate than we could absorb and it was 
time to call a halt. 
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“In September and October, 1929, 
securities were issued to a total of 
$1,612,000,000. The liquidation in the 
stock market was such that brokers’ 
loans would have fallen on a normal 
basis $500,000,000, but instead they 
went up $584,000,000, showing that of 
the $1,612,000,000 in securities issued 
in those two months fully $1,000,000,- 
000 went into brokers’ loans because 
they could not be distributed.” 


The securities market is fed from 
two sources: the concerns desiring to 
obtain and use the funds the securities 
represent, and the investment bankers 
interested in profiting by the sale of 
the securities. In a period when finan- 
cial schemes of almost every sort are 
being born and received with eager- 
ness by the public, the issue of fresh 
securities is bound to be enormous, 
and in such times legitimate concerns, 
seeing how easily money may be thus 
obtained, are tempted to borrow. 
Even if they do not need the money 
for expansion purposes, it can be lent 
out on call at a good profit. 

Presumably, the facts given above 
in regard to the over-issue of securi- 
ties in 1929 were known to the invest- 
ment bankers of the country, and there 
was nothing to hinder them from tak- 
ing action to avoid the growth of the 
evil. This they did not do, but they 
continued to feed securities to the 
public until the popular stomach could 
hold no more. 

It may be pointed out, also, that the 
ability to absorb even sound securities 
was considerably impaired by the em- 
ployment of a large amount of funds 
in purely speculative operations. 

No doubt it would serve a good pur- 
pose to have a careful survey made 
from time to time of the relation of 
the supply of securities to the country’s 
ability to absorb them, and to bring 
this information to the attention of the 
investment bankers. It is hoped that, 
having this “scientific” information, 
they will not fail to act in accordance 
with its admonitions. 


PROSPERITY’S LAGGING 
RETURN 


OLLOWING the stock market 
crash of last autumn several 
economic prophets expressed the 
view that conditions might be expected 
to show a decided improvement about 
the middle of the present year. This 
expectation has not been fulfilled. The 
looked-for recovery has been postponed. 
Probably it may begin with the harvest- 
ing and marketing of the crops, usually 
a factor tending toward business im- 
provement. The renewal of our 
foreign lending on a considerable scale 
is a favorable element in the situation, 
tending to stimulate the exportation of 
American goods. As our tariff policy 
seems to be based upon the idea that 
we should sell abroad as much as 
possible and buy as little, the means of 
stimulating exports must be furnished 
in the shape of loans to our foreign 
customers. We must lend to them in 
order that they may buy from us. 
How long foreign trade can be con- 
ducted upon this basis, instead of upon 
an exchange of goods, and what will 
be the ultimate result of such one-sided 
trading, are questions time will answer. 
The nervous fluctuations of the stock 
market in recent months fairly repre- 
sent the alternate triumph of hope and 
despair in relation to the recovery of 
business. 


RATIONALIZATION 


NE of the disciples of the 
() Chinese sage Confucius, seek- 

ing for a single word that 
might sum up human relations, asked 
the sage if such a word could not be 
found. In reply Confucius asked, “Is 
not reciprocity such a word?” 

A modern instance of the desire to 
seek in a single word the remedy for 
existing industrial ills is to be found 
in the almost sacred regard being paid 
to “rationalization.” In its present 
usage the word has been defined as 
signifying the elimination of waste— 
the survival of the fittest. 
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The application of this idea is pro- 
ceeding in various parts of the world, 
most conspicuously in Germany, where 
its intelligent use has been productive 
of good results; and in England the 
principle finds wide approval, but its 
application proceeds but slowly. Here 
at home we are experiencing its em- 
ployment through mergers of banks 
and industrial concerns, in chain bank- 
ing and chain stores. 

This process involves concentration— 
fewer factories, banks and stores. It 
carries with it several problems. Shall 
we get equal or better service when all 
enterprise is rationalized? What will 
be the effect upon labor? Will the 
employes of a few big concerns develop 
the character and initiative possible 
under the old system? 

Without attempting to answer these 
questions, we may be pretty sure that 
“rationalization” will have to be paid 
for. It may or may not be worth its 
cost. 


OVER-PRODUCTION 
F ine ove ha are fond of point- 


ing out that there can be no 
such condition as general over- 
They claim that while 


production. 
there may exist unbalanced produc- 
tion—too much sugar, cotton, wheat or 
rubber—there cannot be too much of 


everything. And yet, at the present 
time, there seems to be existing 
throughout the world a state of general 
over-production, such as economists de- 
clare to be impossible. It may be, 
however, that this apparent existence 
of an impossibility may find an ex- 
planation. The prices of many finished 
products are low because of the low 
price of crude products. Farmers who 
must sell their wheat or cotton at or 
below the cost of production are not 
in a position to buy much from the 
merchant, and the latter in turn must 
curtail his buying from the factory. 

One cause seems to operate unfav- 
orably in an era of low prices like 
that through which the word is now 
passing, and that is the tendency of 
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retail prices to fall much less rapidly 
than wholesale prices. This lag un 
doubtedly delays the complete adjust- 
ment of trading generally to a lower 
price level. The maintenance of high 
wages at such time, even despite serious 
unemployment, works in the same 
direction. 

Improved methods of farming, 
scientific research, better technical 
equipment in our manufacturing estab- 
lishments—these are some of the 
changes responsible for the world’s 
present over-production of certain 
commodities. An unbalanced relation 
in various industries is due in part, 
also, to political disturbances in several 
countries and to the setting up of new 
economic barriers. 


SEGREGATION OF SAVINGS 


A RECENT bulletin of the Savings Bank 
Association of the State of New York com- 
ments as follows on proposed federal legisla- 
tion affecting savings deposits. 

“It is interesting to discover that Senator 
Glass’ bill amending the McFadden Act, 
which governs the operations of national 
banks, contains a section which would re- 
quire the segregation of savings funds in na- 
tional banks. 

“The bill provides that if a national bank 
should fail, time and savings deposits must 
be paid first. While a national bank is oper- 
ating, the bill requires that it invest savings 
and time deposits only in carefully selected 
real estate mortgages or in securities which 
the law of that state allows savings banks 
to purchase. In states where no special laws 
exist for the government of savings banks, 
the Comptroller of the Currency is called 
upon to prepare a list of securities for the 
investment of savings funds by the national 
banks of those states. 

“It will be interesting to watch the head- 
way which this section of the Glass bill will 
make in Congress. Those who would sup- 
port it must be prepared to contend both 
with opposition from state and national banks 
whose interests may be affected, and with 
the need for educating members of Congress 
itself, as to just what segregation is and why 
it is desirable. 

“To any fair-minded person, the question 
which is up for determination is whether it 
is fair to discriminate between those who 
have deposits subject to check and those 
who have accumulated savings at a bank, by 
segregating the latter and requiring their re- 
payment in full, if a bank fails, while check- 
ing depositors receive the residue.” 





Valuation of Bank Stocks in Mergers 


Value Varies with the Reason for Consolidation and Depends to 
a Large Extent Upon the Trading Ability of the Buyer 
and Seller and the Necessity for the Transaction 


By CurisTIAN Dyorup, C. P. A. 
Associated with Homes & Davis, Certified Public Accountants, New York 


URING the last few years 
D branch, chain and group bank- 

ing has developed to a large 
extent and particularly since the enact- 
ment of the McFadden Bill, February 
25, 1927, branch banking has consider- 
ably increased by means of consolida- 
tions. 

Interesting articles on this subject 
and statistical information are con- 
tained in the December, 1929, and 
April, 1930, issues of the Federal Re- 
serve Bulletin. The Digest of State 


seller and the necessity for such trans- 
action. 

Two successful banks may become 
merged to reduce overhead expenses, 
to form a most powerful institution, 
to increase the borrowing facilities 
that can be granted to large cus 
tomers, to obtain the services of an 
outstanding leader in the banking world 
for the combined organization, or for 
many other reasons. To effect the 
merger, the consent of the stockholders 
is necessary. Usually control of the 


“Sometimes a very large holder of the stock of a bank wishes 
to change his activities or retire and he may sell his holdings 
to a controlling factor of another bank much above or far 
below the real value with the result that the exchange of shares 


may be at a ratio different from the basis warranted by exist- 
ing conditions.” 


Laws relating to Branch Banking ap- 
pearing in the April number of the 
Bulletin shows the reason for the de- 
velopment of group banking. 

Whether branches are acquired or 
control of the capital stock of a bank 
is obtained for other reasons a value 
must be placed upon the stock which 
is transferred from one ownership to 
another and there are no fixed rules 
as to such valuation. 

The value will vary with the reason 
for the consolidation, merger or ab- 
sorption and depend to a large extent 
upon the trading ability of buyer and 


From an address before the Denver Con- 
vention of the American Institute of Banking. 


majority of the stock of one bank is 
in the hands of or obtained by one 
individual or a group and the price for 
large blocks of stock paid to obtain 
control may be much above or con- 
siderably below the real value of the 
stock. The ratio of exchange of shares 
of one bank for those of another may 
also be subject to conditions outside 
of book value and good-will. 

When a weaker bank is absorbed by 
a stronger institution it depends 
whether the public’s or the stockholder’s 
confidence has been affected on account 
of severe losses in certain departments, 
a run on the bank, a large defalca- 
tion, or whether the management has 
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failed to show progress and _ success. 
The distrust or the dissatisfaction will 
be expressed in the ratio of exchange 
of stock. 

When a branch or branches are 
desired by a bank it may exchange 
stock at a ratio favorable to the insti- 
tution operating such branches irre- 
spective of the intrinsic value of such 
stock. 

Sometimes a very large holder of 
the stock of a bank wishes to change 
his activities or retire and he may sell 
his holdings to a controlling factor of 
another bank much above or far below 
the real value with the result that 
the exchange of shares may be at a 
ratio different from the basis warranted 
by existing conditions. 

The writer will confine himself to 
the valuation of all stock of both in- 
stitutions in the hands of stockholders 
who wish to arrive at a fair basis for 
the exchange of stock or the payment 
of cash to the shareholders of the sell- 
ing group based upon assets and liabili- 
ties and the earning power of the 
two banks. 

COMPARING BANKS ON SAME BASIS 

An easy way out of all problems 
would be a rule of thumb, taking the 
book value and adding a fixed per- 
centage of deposits for good-will and 
dividing the sum total bv the number 
of shares outstanding. This could be 
a fair basis onlv if the difference be- 
tween book and true value happened 
to be about the same percentage in 
both institutions and if the deposits 
of both banks were in the same ratio 
to capital funds and produced the 
same ratio of earnings. 

Before arriving at the value of the 
capital funds, the resources and liabili- 
ties of both institutions should be 
compared and those appearing in both 
balance sheets should be treated in the 
same manner to ascertain the true, 
market or fair value, as the case may 
be. There will remain items among 
the resources and liabilities peculiar 
to one institution only, as, for instance, 


a foreign exchange department in one 
bank, or a large amount of mortgage 
loans in the other. 

The principles applied in arriving at 
fair value for like items should also 
be closely adhered to in valuing special 
items, not in both banks. 

Earnings and expenses should also 
be classified and compared to arrive 
at the value of good-will, and due 
consideration must be given to non- 
recurring earnings and expenses and to 
those applicable to one institution only. 

Each institution should be examined 
by the other and committees should 
be formed with executives and directors 
of both banks as members, responsible 
for the valuation. Public accountants 
or bank examiners can be used to ad- 
vantage. According to the size of the 
transactions involved, one firm will be 
used for both banks, or the regular 
auditors of one bank will examine 
the other and possibly a third firm or 
some specialist will be engaged to in- 
spect or supervise the work of both 
and act as arbiter. 

Sometimes it may be for the best 
interests of the stockholders of one 
bank to form a liquidation committee 
and to liquidate certain assets on behalf 
of the stockholders when difference of 
opinion exists as to the value of these 
assets and sacrifice sales wish to be 
avoided. 

Appraisal companies or reputable 
appraisers should also be used to: assist 
the committees in arriving at values 
where the book values are out of 
proportion to market or true values. 


VALUATION OF RESOURCES 


1. Cash on Hand, in Federal Reserve 
Bank and Due from Banks and 
Bankers. 

If the cash items are in order, the 
book value will be the true value. 
Where due from foreign banks and 
bankers, representing foreign currency 
deposits, is included it will be neces 
sary to ascertain the market value of 
such deposits after the correctness has 
been established by reconciling to state- 
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ments received from foreign 
spondents. 


corre- 


U. S. Government Securities. 


The market value should be taken 
on thé same basis, bid price, mean 
between bid and asked, or last sale. 
3. Public Securities. 

In the same manner. 


4. Other Securities. 


These should be segregated into 
readily marketable, inactive and other 
classes of securities. The classes of 
securities contained in the investments 
of both banks will have to be valued 
alike, while large blocks of securities 
for which there is no ready market 
will be subject to special valuation ac- 
cording to agreement reached. 


175 


of notes and trade acceptances of non- 
depositors, commercial paper purchased 
in the open market and foreign time 
drafts. It will be necessary to investi- 
gate the credit and financial standing 
of the names appearing on such paper, 
whether eligible for re-discount at the 
Federal Reserve Bank and, in the case 
of foreign currency drafts, the dis- 
counted market value at the date of 
consolidation. 


Lad 


7. Bonds and Mortgages. 


All documents must be carefully 
examined and where recent appraisal 
values are not in the files, the under- 
lying properties should be valued by 
independent appraisers to insure legality 
and safety of loan. 


“Sometimes it may be for the best interest of the stock- 
holders of one bank to form a committee to liquidate certain 
assets on behalf of the stockholders when difference of opinion 


exists as to the value of certain assets and sacrifice sales must 


be avoided.” 


5. Loans and Discounts. 


This is one of the most important 
items among the resources. Loans and 
discounts should be segregated into 
good, slow, doubtful and bad. They 
will have to be carefully examined by 
committees consisting of members of 
both banks. Credit files should be 
examined as to the latest information. 
The value of collateral, indorsers and 
guarantees, if any, must be considered 
and the same percentage of reserves 
should be set up or adjusted for slow 
and doubtful, while full reserves should 
be set up for bad loans and discounts. 

Accrued interest and discount col- 
lected—not earned—should also be 
calculated. 


6. Bills Purchased. 

While loans and discounts are based 
upon deposit balances and collateral, 
bills purchased will represent discount 


8. Customers’ 
Acceptances. 


Liability Account of 


The same care will have to be ex- 
ercised as to loans and _ discounts. 
They will be segregated into those 
secured at the time of acceptance only 
and those secured by physical collateral 
during the life of the acceptance. The 
customers who received the collateral 
on trust receipt will be segregated into 
those whose trust receipt line is a part 
of the open credit line and those who 
will be made to live up to the terms 
of the trust receipt. 

The collateral to acceptances which 
will be delivered against payment only 
should be examined carefully and may 
have to be inspected at the respective 
warehouses or storage places. The 
market value of merchandise, particu- 
larly when large quantities of certain 
commodities have been financed, will 
be an important factor. Utmost care 
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should be taken in connection with 
collateral to renewed or partly ex- 
tended acceptances to ascertain that 
such collateral is still in existence. 

Whether commission is charged at 
time of acceptances or at time of pay- 
ment, the proper accrual or commis- 
sion collected—not earned—will have 
to be considered. 


9. Real Estate. 


Under this caption we have real 
estate owned by the bank. This may 
be its own premises, property formerly 
occupied or real estate taken over in 
payment or settlement of former obliga- 
tions to the bank. The values should 
be ascertained by independent ap- 
praisals. 


10. Accrued Earnings. 

Accrued income from investment; 
interest on deposit balances with other 
banks; interest on loans, bonds and 
mortgages, advances against foreign 
drafts; acceptance commissions and 
other commission and fees for services 
rendered and _ usually charged at 
maturity or after completion of con- 
tract; and similar items will be included 
in accrued earnings and added to un- 
divided profits. 


11. Hidden Assets. 


Most of the hidden assets will be 
disclosed by ascertaining true, market 
or fair values of the resources. These 
may be investment securities written 
down to below cost or market, real 
estate obtained in settlement of loans, 
real estate owned and depreciated while 
the true value may have become en- 
hanced, profits in foreign exchange 
transactions which will be ascertained 
by calculating exchange positions on a 
liquidating basis, profits in joint and 
trio accounts where another institution 
acts aS managing partner and distrib- 
utes the profit, profit shares in pools 
formed to support the market or cer- 
tain securities, recoveries declared and 
expected on accounts previously written 
off and many similar items too numer- 
ous to state in detail. 
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VALUATION OF LIABILITIES 


While one would expect that liabili- 
ties could be taken at book figures, it 
is important to classify liabilities as 
well as resources, and to segregate those 
in both institutions from those in one 
bank only. 


1. Demand Deposits. 

Certificates of deposits, certified 
checks and officers’ and dividend checks 
can be taken at book value. Very 
rarely a bank will draw its expense 
and other checks on another bank and 
reduce “due from banks” instead of 
setting up a “demand deposit”. In- 
dividual deposits—checking accounts— 
should be examined, especially the large 
ones, to ascertain whether they are of 
a permanent nature or will be elim- 
inated when related loans mature. 

Federal, state, county and municipal 
deposits may be very profitable or the 
opposite, if a high rate of interest is 
allowed and the accounts become very 
active; they may also be of a tempo- 
rary nature only and be withdrawn in 
case of consolidation with another bank, 
particularly where a state bank is 
merged into a national bank or vice 
versa. 


2. Time Deposits. 

While interest at a relatively high 
rate is allowed on special, savings, or 
time deposits, the cost of carrying these 
accounts is much lower than that of 
demand deposits and one-half of the 
amount on deposit or 25 per cent. of 
capital funds can be loaned on im- 
proved city real estate, which may give 
time deposits a value equal to or even 
in excess of demand deposits. 

Of course, when speaking of valua- 
tion of deposits, we mean the later 
consideration of good-will or earning 
power to be capitalized, as the actual 
book figures will have to be taken as 
liabilities to be deducted from true 
resources to arrive at the basic amount 
to which good-will and other factors 
may be added before the final valuation 
of the bank stock is ascertained. 
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3. Due to Banks and Bankers. 

Due to banks should be segregated 
and if one bank has many correspon- 
dents’ deposits reaching a large volume, 
due consideration should be given to 
the net earnings resulting from such 
deposits as compared to those from 
individual deposits. 

If overdrafts in foreign currency de- 
posits are contained in this classifica- 
tion, market values of such short posi- 
tions will have to be ascertained after 
the correctness has been proved by 
reconciling statements received from 
abroad. 


4. Accounts and Bills Payable. 


These should be carefully scrutinized 
to establish that they are true liabili- 
ties and not partly earnings, also to 
ascertain that no liabilities under con- 
tracts, agreements or guarantees have 
been omitted or understated. 


5. Acceptances. 


This is the contra to customers’ 
liability account of acceptances and 


will be taken at book figure. 


6. Liability as Indorser on Acceptances 
and Foreign Bills. 

This represents acceptances and 
foreign bills sold or rediscounted. The 
“items purchased appear in bills pur- 
chased or in own acceptances or ac- 
ceptances of other banks purchased, 
which latter items may be subdivisions 
of bills purchased. This group may 
also be treated as an indirect liability 
and deducted from the respective re- 
sources. The book figures will repre- 
sent its value. 


7. Unearned Discount. 


An analysis of this account will 
show what part should be added to 
undivided profit. Discount and interest 
collected—not earned—should be care- 
fully calculated and set up, if not 
Properly provided for. In the case 
where commissions or fees are charged 
for services not yet performed or for 
crecits granted that have not been 
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used, the unearned portion should be 
deducted from undivided profit and 
set up as a liability. 


8. Accrued Taxes, Interest, Expenses, 
etc. 


Proper accruals should be set up for 
interest payable on deposits, all classes 
of taxes and expenses incurred, 


9. Capital, and Undivided 


Profit. 

The capital funds will be subject to 
adjustment based upon the revaluation 
of resources and establishment of net 
earnings including accruals. 


Surplus 


10. Undisclosed Liabilities. 


They may consist ,of income col- 
lected—not earned—or expenses in- 
curred for which no liability is pro- 
vided which should be ascertained by 
the investigation previously discussed. 
There may also be liabilities pending 
on account of errors of omission or 
commission and pending litigation or 
lawsuits, which it is difficult to ascer- 
tain at times. 


ANALYSIS OF EARNINGS AND EXPENSES 


1. Ratio Analysis of Both Banks. 

The resources and liabilities of both 
banks having been classified, the earn- 
ings and expenses of both institutions 
should be classified correspondingly and 
the ratios ascertained for means of 
comparison. The ratios reflect the 
success of the management and condi- 
tions which may be applicable to one 
of the two institutions only. 


2. Earnings and Expenses from 
Sources Contained in One of the 
two Banks Only. 

One bank may have a well estab- 
lished trust department and act as 
registrar and transfer agent, while the 
other may have a foreign department 
and a large acceptance business. The 
net income received from those sources 
and the possibility of increasing the 
revenues through increased capital 
funds will have to be considered. 
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3. Non-Recurring Profits and Losses. 

These should be segregated from 
profits and losses customary to the 
business conducted. Losses incurred 
in certain departments or in divisions 
which have been closed are changed 
into non-recurring losses. While they 
have affected undivided profit or sur- 
plus they should be eliminated from 
the earnings used for calculation of 


good-will. 


4. Reserves and Accruals. 


These have been discussed under the 
different classes of resources and liabili- 
ties. An analysis of prior years’ re- 
serves will disclose whether excessive 
reserves or insufficient amounts have 


been set up out of any year’s earnings. 


5. Dividends Paid. 


Dividends paid will have to be con- 
sidered in the valuation of the stock. 
While continuous large distributions 
of dividends may help to establish a 
higher market value of the shares, it 
decreases the capital funds over a 
period of years and increases certain 
ratios of earnings compared therewith, 
unless the dividends paid are added to 
the capital funds for comparison pur- 
poses. . 


VALUATION OF GOOD-WILL 


Many different opinions exist as to 
valuation of good-will, which repre- 
sents the value of the business over 
and above the asset value. Where 
one bank is sold to another and cash 
is paid for its stock, the earning power 
of the bank, its progress, its location 
and many other factors may become 
more important than the volume of 
deposits. When banks are merged on 
an exchange of shares basis the valua- 
tion of good-will also depends on the 
nature of business and many factors 
besides deposits. 


1. Volume of Deposits. 
Where both institutions are of simi- 
lar nature and the ratio of net earnings 
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to gross deposits is about the same, a 
fixed percentage, usually 5 to 10 per 
cent. of the average deposits for the 
last three, five or more years, will be 
added to capital funds. 

It will depend upon the make-up of 
the deposits, on the interest paid, on 
the different ratios of earnings and ex- 
penses whether this is a fair basis. 


2. Earnings in Excess of Fair Return 
on Capital Funds. 

A bank with a large trust depart- 
ment and with deposits three times 
capital funds may be merged with a 
bank having deposits more than six 
times its capital funds. Obviously, the 
earnings will be of more importance 
than the respective deposits. 

The net earnings of both banks can 
be capitalized irrespective of capital 
funds to arrive at a value for the capi- 
tal stock or a more equitable basis can 
be adopted. Assuming 10 per cent. 
a fair return on capital, deduct 10 per 
cent. of the capital funds from the net 
earnings and multiply the remainder, 
which is the excess, by five, to arrive 
at the good-will value. This is equiva- 
lent to five years’ earnings power, or 
capitalizing excess earnings at 20 per 
cent. 

Let us take for example two banks 
with capital funds of $5,000,000 and 
earnings of $1,000,000 each and de- 
posits amounting to $15,000,000 and 
$30,000,000 respectively, both institu 
tions having 20,000 shares of capital 
stock with $100 par value outstanding. 

The book value of the shares of both 
banks is $250. The good-will value 
based upon deposits only would be $75 
for the first bank and $150 for the 
second, resulting in a valuation of $325 
a share and $400 respectively, while 
the value of the shares of both banks 
based upon 10 per cent. on capital 
funds and five years’ excess earnings 
would be $375 each. 


3. Dividends Paid. 
While dividends paid, being a distri 
bution of profits, does not change the 
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net earnings, it reduced the surplus 
and should be added to capital funds 
if the rates differed in the two banks. 
This will make the proportion of 


earnings on capital funds and excess 
earnings more equitable. 


MARKET VALUE OF BANK STOCK 


When banks merge on an exchange 
of shares basis, the market value will 
be of little importance and the market 
price will adjust itself to the basis of 
exchange. When, however, an option 
is given to the stockholders of one 
bank to accept shares or cash, the 
market price will become of the utmost 
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importance, and may prevent such 
merger. 

Usually the market value is affected 
by dividends paid and earnings shown 
per share. The price of the stock of 
individual banks may vary between 
fifteen times and thirty times earnings 
per share. The control of the stock 
being vested in comparatively small 
groups, only a minor part of the stock 
is actively in the trade and the price 
will depend upon demand and supply 
more than on the intrinsic value of 
the stock. 

It should be a minor consideration in 
arriving at a fair valuation of bank 


stock in consolidations. 








An excellent design for a large bank directorate is this directors’ room, of the United 


States Chamber of Commerce, designed by Erskine-Danforth. 


Fifty people can be 


seated comfortably about the table, with a view of the chairman, and with facilities 


for taking notes. 


This arrangement is a solution of the problem of adequate facilities 


for directors’ meetings, which is facing many consolidated banks with large directorates. 











OW the bank staff can aid in 
H making the telephone service of 

the bank more efficient is given 
in a list of do’s and don'ts gotten up 
by the telephone department of the 
National City Bank of New York and 
printed in that bank’s house organ, 
Number Eight. 

The bank’s telephone facilities have 
been greatly enlarged and speeded up 
to meet the demands of the institution 
and on account of the size of the in- 
stitution and the large number of calls, 
co-operation between operators and 
staff is especially necessary. In the 
telephone department, on the sixth floor 
of the bank, are twenty-one positions 
for operators, with a capacity of more 
than 3500 calls an hour. 

A rest room is provided for the 
operators and each girl is given a 
fifteen-minute rest period, both morn- 
ing and afternoon, to relieve her of 
the constant strain of attention at the 
switchboard. 

The do’s and don'ts, as presented 
in Number Eight, are as follows: 


DO's 


1. Answer thus: “Note Tellers De- 
partment, Jones speaking.” Not: 
“Hello,” “Yes” or “Well.” 

2. If some one else answers your 
telephone the greeting should be: “Mr. 
Jones's desk.” 


3. If you are not in, the person 
answering your telephone should say: 
“May I tell him who called?” or “May 
I take a message?” Never say: “Who 
is calling,” followed by “Mr. Jones is 
not in.” 


4. In transferring incoming calls 
from one extension to another the 
operator should first be recalled by 
moving the receiver hook up and down 
slowly. The operator should then be 
asked to transfer the call to the desired 
extension. 

5. When you have finished talking 
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Telephone Do’s and Don’ts 


replace the receiver quietly. Slamming 
will cause a sharp bang in the ear of 
the person to whom you have been 
talking. 

6. When you ask for a telephone 
number remain at the telephone until 
an answer or a busy signal is received 
or the operator gives you a report. 

7. If you are to be absent from your 
ofice or desk and no one is available 
to handle the calls, you should notify 
the operator where you can be reached, 
the telephone extension or the outside 
number and the probable time of your 
return. 

8. Always use a cheerful or at least 
a pleasant tone of voice. 


9. Clear and distinct enunciation is 
most important. It saves time and 
prevents annoyance and mistakes. 

10. Speak directly into the telephone 
with the lips not more than one-half 
inch from the mouthpiece. 


DON'TS 


1. Don’t ask for a number and then 
hang up, expecting the operator to 
call you back. 

2. Don’t ask the operator to look 
up a telephone number for you unless 
the number is not listed in the direc- 
tory. 

3. Don’t hang up your receiver until 
you are certain the person at the other 
end has hung up. 


4. Don’t make personal calls except 
in the case of an emergency. 

5. If the call is not intended for you, 
don’t call across the room to the per- 
son for whom the call was intended. 
Instead, tell the operator: “Please put 
this call on extension 742.” If you 
do not know the extension, say “This 
call is intended for Mr. Lawlor.” 

6. Do not give wrong information. 
If you do not know where a call 
should be transferred, refer the ques: 
tion back to the operator. 





The Income Tax on Losses 


How to Get Proper Income Tax Credit for Losses Sustained by 
Use of the Amended Balance Sheet 


By R. D. Bonp 
Of R. D. Bond & Co., Public Accountants, Detroit 


ing allowable deductions in com- 
puting net income subject to 
Federal income tax provides that, in the 
case of a corporation, losses sustained 
during the taxable year not compen- 
sated for by insurance or otherwise are 
proper deductions from gross income. 
An article appearing in these pages 
last month stressed the importance of 
the distinction between losses and bad 
debts, so that no matter how all-inclu- 
sive the meaning might seem, the defini- 
tion of losses, for Federal income tax 
purposes, does not include those result- 
ing from worthless or partially worthless 
debts. 
It is possible to arrive at a reasonable 
conclusion as to the class of items fall- 


Tas law and regulations concern- 
1 


Keeping in mind now what not to 
include, the problem becomes less com- 
plicated and reference to the regula- 
tions discloses the following as losses, 
in addition to the ordinary losses re- 
sulting from sales of real or personal 


property: 


1. Voluntary removal or demolition 
of buildings previously used in 
business and the scrapping of old 
machinery and equipment inci- 
dent to renewal or replacement. 
Damage by fire, storm, shipwreck, 
or other casualties. 

Theft or embezzlement. 
Worthless stock. 

Loss of useful value of capital 
assets where, due to some change 
in business conditions, their use- 
fulness in business is suddenly 
terminated. 


“Bankers would never think of tearing up a perfectly good note, 
but they quite often tear up perfectly good money, figuratively 
speaking, by not presenting clear and convincing evidence in sup- 
port of income tax deductions.” 


ing within the category of losses by 
eliminating those which have been pro- 
vided for under other sections of the 
law and articles of the regulations, 
such as ordinary and necessary ex- 
penses; interest paid or accrued, except 
interest on indebtedness incurred to 
carry non-taxable securities and so 
forth; taxes generally, except Federal 
income taxes and taxes assessed against 
local benefits and so forth, including 
bank stock taxes not refunded by 
shareholders; bad debts; depreciation 
and allowance for obsolescence; deple- 
tion of natural resources, and so forth. 


Ample provision having been made 
for the gain or loss resulting from 
ordinary and recurring transactions, it 
must be concluded that the losses con- 
templated in Section 23 (f) of the 
Revenue Act of 1928 (and similar sec: 
tions of prior revenue acts) are those 
arising from unforeseen, unusual, or 
extraordinary happenings connected with 
a business. For instance, upon the 
acquisition of stock, ordinarily bought 
for investment or speculation, the pur- 
chaser would anticipate either a profit 
or a loss from its sale or other disposi- 
tion at a later date. The revenue acts 
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make provision elsewhere for such 
profits and losses. However, where 
there is no sale or other disposition and 
a loss is sustained solely by reason of 
the stock becoming worthless, the loss 
is deductible under the section of the 
law referred to here. Likewise, the 
ordinary wear and tear of property 
used in business is provided for in 
Section 23 (k) of the Revenue Act of 
1928 and articles of the regulations 
relating thereto under the caption 
Depreciation, wherein a reasonable al- 
lowance is made for the gradual wear- 
ing away of useful value, and the 
deduction from year to year must be 
based upon a formula conceived with 
the idea of spreading the cost of the 
property over its estimated useful life. 
Where a loss is sustained suddenly as 
the result of some turn in events which 
cannot be predicted or anticipated in 
advance, the deduction is allowable as 
a loss sustained under Section 23 (f) of 
the Act. 


DEMOLISHED BUILDINGS 


In an early case decided by the U. S. 
Board of Tax Appeals—the First Na- 
tional Bank of Evanston, Wyo., 1 B. 
T. A. 9—it was held that the unex- 
tinguished cost of a building or part 
of a building demolished during the 
year 1921 as an incident to the carry- 
ing on of a business was a legal de- 
duction from gross income of a cor- 
porate taxpayer in an income tax return 
made for the year 1921. On appeal 
taken by the Jackson County State 
Bank, Lakefield, Minn., on practically 
the same question, the board’s decision, 
2 B. T. A. 1100, explains the basis 
for determining a loss due to the de- 
molition of a building and distinguishes 
such a loss from ordinary obsolescence. 
The decision in this later case was 
adverse to the taxpayer, but only for 
the reason that the board, due to lack 
of evidence, could not find that there 
had been an actual loss caused by the 
demolition of a part of the bank build- 
ing. This decision is so well prepared 
that it is quoted here for reference: 


“It is the contention of the taxpayer 
that it is entitled to a deduction in the 
fiscal year ended in 1921, on account of 
the obsolescence of its bank building which 
was altered and remodeled in that part 
of the fiscal year which was in the calen- 
dar year 1920. In the opinion of the board 
the situation presented by the taxpayer is 
not one which would entitle it to an obso- 
lescence deduction. 

“Obsolescence is a process, more or less 
gradual, of becoming obsolete, and a de- 
duction is spread over the years from the 
time that process begins until the property 
becomes obsolete. There is no_ evidence 
in this appeal of any such fact. The de- 
struction or removal of parts of a building 
during the taxable year is not the subject 
of an obsolescence deduction. 

“We should go further, however, and 
determine upon the evidence presented 
whether the taxpayer is entitled to the de- 
duction claimed on any other theory. Parts 
of the building were torn out and demol- 
ished. 

“The statute provides for a deduction 
on account of losses sustained during the 
taxable year. The expression ‘losses sus’ 
tained’ means actual losses and not paper 
losses. Where March 1, 1913, value of 
property was greater than the cost, the 
actual loss sustained when the property is 
destroyed or demolished must be based on 
the cost of the property. Any other inter- 
pretation would be inconsistent with the 
principle announced in United States v. 
Flannery, 268 U. S. 98; and McCaughn v. 
Ludington, 268 U. S. 106. While in those 
cases losses on the sale of assets and not 
losses on account of destruction of property 
were involved, the basic principle is the 
same. In the case of a loss on the sale 
of property, the statute expressly provides 
that, for the purpose of ascertaining the 
gain derived or loss sustained in the case 
of property acquired before March 1, 1913, 
the basis for determining the deductible loss 
is the March 1, 1913, value. Yet the 
court held that the March 1, 1913, value 
was merely a_ guide-post to determine 
whether a loss had been sustained since 
March 1, 1913, and that the loss was not 
to be based on March 1, 1913, value unless 
that value was less than cost. The prin- 
ciple applies with equal force in the case 
of a loss on account of destruction of 
property. The basic principle of the deci- 
sions in the Flannery and Ludington cases 
was that the March 1, 1913, value of the 
property subsequently disposed of was not 
the fixed basis for computing the loss. 

“Since the building involved in 
appeal cost less than its March 1, 
value, the loss which the taxpayer may 
deduct should be based upon cost and not 
upon March 1, 1913, value. The evidence 
introduced related to the replacement cost 
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of the portions of the building which were 
torn out and demolished. While it is not 
conceded that the replacement cost on 
March 1, 1913, and the fair market value 
on that date would be the same, but, 
admitting that it were true for the purpose 
of this appeal, there is no evidence that 
the proportionate replacement cost on March 
1, 1913, had any relation to the propor- 
tionate actuale cost when the building was 
erected in 1896. We have no evidence 
before us as to what were the proportionate 
costs of the portions of the building which 
were torn away, and in the absence of any 
evidence on this point we are unable to 
determine what deduction the taxpayer 
would be entitled to receive. On account 
of the lack of evidence, therefore, we are 
unable to decide that the determination of 
the commissioner was not correct.” 


In First National Bank of Goodland, 
Kans., 5 B. T. A. 1174, the board 
decided against the Government and in 
favor of the taxpayer concerning a loss 
sustained in connection with the par- 
tial demolition of its banking house, 
and against the taxpayer, due to lack 
of evidence, concerning a loss claimed 
in connection with the discarding of 
furniture and fixtures. 

Where a building is razed in order 
to permit the leasing of the land at a 
considerable increase in rents, the un- 
extinguished cost of the building rep- 
resents the cost of the lease which 
should be spread over the life of the 
lease. Cases cited: Wm. Ward, 7 B. 
T. A. 1107; Chas. N. Manning, et al, 
7B. T. A. 268, and so forth. On first 
thought, it might appear that there is 
no logic in taking the unextinguished 
cost as a deduction in one case and 
capitalizing it in another; however, 
there is a very clear distinction between 
the two. In the first instance, the 
demolition of the building is necessary 
to the continuance of an established 
business, and, in the other, an entirely 
new venture is entered into—a venture 
that has a certain value. 

There would be a debatable question, 
probably, if the unextinguished cost of 
the demolished building exceeded the 
value of the newly acquired lease: the 
value of the lease to be based upon the 
present value of the annuity, i.e., the 
rents to be received over a period of 


years. A hurried search fails to dis- 


close such a case, possibly owing to the 
fact that no case of record as yet pre- 
sents. these facts. 

Article 172 of Regulations 74, quoted 
in part below, presents another in- 
stance of demolishing buildings wherein 
no deductible loss is sustained: 


“ 


. . . When a taxpayer buys real estate 
upon which is located a building, which he 
proceeds to raze with a view to erecting 
thereon another building, it will be con- 
sidered that the taxpayer has sustained no 
deductible loss by reason of the demolition 
of the old building, and no deductible ex- 
pense on account of the cost of such 
removal, the value of the real estate, exclu- 
sive of old improvements, being presumably 
equal to the purchase price of the land and 
building plus the cost of removing the use- 
less building.” 


ABANDONED PROPERTY 


It sometimes happens that property, 
personal or real, is abandoned, giving 
rise to a loss which is deductible under 
the provisions of Section 23 (f) of the 
Revenue Act of 1928 (and similar sec- 
tions of prior acts) as losses sustained. 
The method of computing a loss in con- 
nection with abandoned property is the 
same as in the case of property sold, 
except that the salvage value, if any, 
might be considered as taking the place 
of the selling price. Quoting from the 
income tax Regulations 74, Article 173, 
we find that: 


“When, through some change in business 
conditions, the usefulness in the business of 
some or all of the capital assets is sud- 
denly terminated, so that the taxpayer dis- 
continues the business or discards such 
assets permanently from ‘use in such _busi- 
ness, he may claim as a loss for the year 
in which he takes such action the difference 
between the basis (adjusted as provided in 
section 111 and article 561) and the sal- 
vage value of the property. This exception 
to the rule requiring a sale or other dispo- 
sition of property in order to establish a 
loss requires proof of some unforeseen cause 
by reason of which the property has been 
prematurely discarded, as, for example, where 
an increase in the cost or change in the 
manufacture of any product makes it neces- 
sary to abandon such manufacture, to which 
special machinery is exclusively devoted, or 
where new legislation directly or indirectly 












184 


makes the continued profitable use of the 
property impossible. This exception does not 
extend to a case where the useful life of 
property terminates solely as a result of 
those gradual processes for which deprecia- 
tion allowances are authorized. It does 
not apply to inventories or to other than 
capital assets. The exception applies to 
buildings only when they are permanently 
abandoned or permanently devoted to a 
radically different use, and to machinery 
only when its use as such is permanently 
abandoned. Any loss to be deductible under 
this exception must be fully explained in 
the return of income.” 


Losses in connection with abandoned 
property are difficult to prove because 
of the inevitable differences of opinion 
concerning the salvage value, or value 
after the property is converted to the 
radically different usage referred to in 
the foregoing quotation. On this point, 
however, if the taxpayer would put 
himself in the place of the one who 
is to be convinced and to whom the 
circumstances are unknown or entirely 
new at the time of a discussion con- 
cerning such losses, and proceed to 
gather such facts as would be convinc- 
ing to him, instead of facing the in- 
come tax examiners with little or no 
information, as is usually the case, this 
class of. loss would become less of a 
target for income tax disputes. And 
this applies to all other classes of de- 
ductions as well. 

Convincing evidence of the loose 
manner in which taxpayers present 
their cases for consideration is found 
by reference to the large number of 
cases of record which are lost to them 
for lack of evidence. As was sug- 
gested in discussing the item of bad 
debts, in a previous article, a perma- 
nent record should be made and kept 
for future reference of all the facts 
concerning a loss sustained, whether 
the loss is occasioned by a sale, aban- 
donment, demolition and replacement 
or renewal, fire, storm, theft, embezzle- 
ment, or other causes. Delaying the 
effort is the most common fault of tax- 
payers—and a costly one. Bankers 
would never think of tearing up a 
perfectly good note, but they quite 
often tear up perfectly good money, 
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figuratively speaking, by not presenting 
clear and convincing evidence in sup- 
port of income tax deductions. 

In making a general survey concern- 
ing the deduction for losses ‘sustained, 
it must be admitted that the decisions, 
emanating from the various agencies 
charged with the settling and deciding 
of such matters, tend to confuse the 
casual investigator. The seemingly 
arbitrary action on the part of income 
tax examiners and the decisions of 
superior authorities, however, can, in 
a majority of cases, be charged to 
technicalities. It would require more 
space than is allotted to the matter 
under this subject to discuss all the 
distinguishing cases; only a few can 
be cited. 


SOME INTERESTING CASES 


In First National Bank of Durant, 
Okla., 6 B. T. A. 545, the Board of 
Tax Appeals held that the unsecured 
balances due on certain bills of accep- 
tance, after crediting the amounts real- 
ized from the sale of collateral (cotton), 
were deductible as losses and not as 
bad debts, where the bank cancelled 
a part of those unsecured debts in 
consideration of collateral received for 
the balance, part of which was made 
available by a third party. 

In Alexander County National Bank, 
et al, 12 B. T. A. 1238, the Board of 
Tax Appeals held that the bank was 
entitled to deduct as a loss sustained, 
the amount representing notes due it 
from a corporation, which were can- 
celled and returned to the debtor, even 
though the bank retained other notes 
due from the same corporation. A 
short statement of the facts upon which 
this decision was based is that the cor’ 
poration owed the bank considerable 
money, evidenced by unsecured notes, 
and the owner of the stock of the cor’ 
poration also owed the bank $10,000 
which was secured by the corporation's 
capital stock. Owing to mismanage- 
ment the corporation had been very 
unsuccessful and the bank had a large 
potential loss on both the corporation 
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notes and the personal note of $10,000. 
When new management made an offer 
to buy the stock, which the bank held 
as collateral, for the sum of $10,000 
(effecting a payment of the personal 
note) in consideration of the bank's 
cancelling part of the corporation's ob- 
ligation, it was accepted in the hope 
that the corporation would be able to 
pay the remaining obligation. 

In both of these cases, the loss, when 
it occurred, was deductible as a loss 
sustained, although it originated with a 
debt, the distinguishing mark being that 
the loss was occasioned directly as the 
result of a deal entered into for the 
benefit of debtor and creditor and that 
the debts were merely the basis of the 
deal. The loss was sustained as the 
result of closed and completed transac- 
tions referred to in Article 171 of Reg- 
ulations 74, and the cancellation and 
return of certain evidences of indebted- 
ness for a certain consideration. 

Plans to build a hotel were abandoned 
after partial construction and _ the 
amount expended was held by the 
Board of Tax Appeals to be a deduct- 
ible loss in C. U. Connellee, 4 B. T. A. 
359. Following this case, the board 
held that architects’ fees for building 
plans, which were never used and were 
abandoned within the taxable year, were 
allowable as a deduction from gross 
income in the case of Continental Trust 
Company, et al, 7 B. T. A. 539. 

A deductible loss was sustained where 
a corporation declared a dividend of 
$12,000 and paid such dividend to its 
stockholders by the delivery to them of 
Liberty bonds which cost it $12,000, 
but which had a fair market value of 
only $10,636.80 at the date of deliv- 
ery, and by the payment of cash to 
make up the difference between the 
market value of the bonds and the 
declared dividend. A cash payment of 
$1363.20 was held as a deductible loss 
—Callahan Road Improvement Com- 
pany, 12 B. T. A. 1109. But where 
a dividend was paid in stock owned 
and held by a corporation as an invest- 
ment without the declaration of a spe- 
cific amount in dollars and cents, even 


185 


though the market value of such stock 
at the date of distribution was less 
than the cost, no deductible loss was 
sustained—First Utah Savings Bank, 
17 B. T. A. 804. 

The amount of money paid for an 
option to purchase real estate, when 
forfeited, is deductible as a loss sus- 
tained for the year within which the 
forfeiture becomes absolute. 

Provisions are made in Regulations 
74, Article 174, for the deduction from 
gross income of a loss sustained on 
worthless stock. Mere shrinkage in 
value does not permit such a deduc- 
tion. In respect to banks, the regula- 
tions concerning the charging off of 
stock as worthless, in accord with spe- 
cific orders or general policy of Federal 
or state authorities, are practically the 
same as in the case of bad debts. The 
regulations provide that: 


“*.. . Where banks or other corporations 
which are subject to supervision by Federal 
authorities (or by State authorities maintain- 
ing substantially equivalent standards) in 
obedience to the specific orders or general 
policy of such supervisory officers charge 
off stock as worthless or write it down to 
a nominal value, such stock shall, in the 
absence of affirmative evidence clearly estab- 
lishing the contrary, be presumed for in- 
come tax purposes to be worthless.” 


This provision appears to impose the 
burden of proof upon the Income Tax 
Unit, where there is a difference of 
opinion concerning the deduction of 
losses when stock has been ordered 
charged off by bank examiners. 


ORDERS OF BANK EXAMINERS 


In actual practice, it is found that 
the orders of bank examiners are not 
given much consideration when evi- 
dence is being gathered in support of 
a deduction for income tax purposes, 
owing to their very conservative policy 
in valuing the assets of a bank. Where 
stock has materially decreased in value 
to such an extent that the chance of 
recovery is possible but highly specu- 
lative, it is better to make a bona fide 
sale of such securities in order to 
establish a loss beyond dispute. Section 





SS 


THE BANKERS MAGAZINE 


a 


AMENDED BALANCE SHEET 
Name of Bank 
January 1, 1928 


ASSETS 


Per Books 
Cash on Hand and In Banks $232,124.17 
Loans and Discounts 482,646.46 
Other Stocks and Securities 40,500.00 


Adjustments 


Debit Credit Amended 


$232,124.17 
486,646.46 
41,500.00 


(1)4,000.00 
(2) 1,000.00 


Explanation of Adjustments 
Note of John Doe ordered written off by bank examiner on November —, 1927, 


which was not then definitely ascertained to be bad. 


information. ) 


(See credit files for further 


To restore to balance sheet, stock of the A-B Company ordered charged off by 
bank examiners on November —, 1927, but added back to income for tax purposes. 


The loss is not yet known to be final. 


EXHIBIT 


118 of the Revenue Act of 1928 dis- 
qualifies the deduction of a loss sus- 
tained upon the sale of stocks or securi- 
ties where it appears that within thirty 
days before or after the date of such 
sale the taxpayer has acquired (other- 
wise than by bequest or inheritance) 
or has entered into a contract or op- 
tion to acquire substantially identical 
property, and the property so acquired 
is held by the taxpayer for any period 
after such sale. An exception is made 
for a dealer in stocks or securities 
where the transaction is one made in 
the ordinary course of its business. 

It would, of course, be impossible to 
name the many different classes of 
losses which could be deductible under 
Section 23 (f) of the Revenue Act of 
1928 without stretching the discussion 
to unreasonable proportions. 

Not all losses which would be de- 


a 


ductible by corporations would be de- 
ductible by individuals unless sustained 
in connection with a business regularly 
carried on by the individuals; but it 
would be a rare case where a corpora’ 
tion could not claim as a deduction 
almost any kind of a loss which could 
be deducted by an individual. This is 
only a reasonable conclusion, and the 
specific mention in the law, applicable 
to losses sustained by individuals, of 
certain kinds of losses, such as those 
resulting from fire, storm, shipwreck, 
other casualties, and theft, is to limit 
the deductions allowable to an individ 
ual. The law applicable to corporations 
says, “. . . losses sustained . . . ~ and 
is meant to have a broad meaning. 

Theft has been construed to include 
embezzlement, although technically dif- 
ferent in meaning. 

Any loss sustained must be reduced 
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by the amount of insurance or other 
form of compensation which is recov 
erable on account of such losses. Where 
property is destroyed by fire within 
one taxable year and a recovery in the 
form of insurance is made within 
another year, the loss is deductible for 
the year within which the fire occurred. 
Proper adjustment must be made to 
reflect the cost less depreciation. 

The setting of a two-year limit upon 
the assessment or refunding of income 
taxes, under provisions contained in 
the Revenue Act of 1928, makes it 
more important in the last few years 
to see that deductions are claimed for 
the exact year in which they are allow- 
able. 


Working under some of the prior 


revenue acts where the period of limi- 
tation ranged from three to five years, 
a taxpayer was not nearly so apt to 
lose the benefit of a deduction as in 
the case where returns are due under 
the Revenue Act of 1928. Illustrating 
by the use of a hypothetical case, we 
find that a deduction is claimed for 
the year 1929 to cover a certain loss. 
The Commissioner of Internal Revenue, 
through his representatives, makes an 
examination of the return filed for 
the year 1929 and determines or alleges 
that the loss should have been claimed 
for 1928. Unless the examination 
and resulting determination is made 
within one year from the date of 
filing the 1929 return, the taxpayer 
will not be able to recover the taxes 


RECONCILIATION OF INCOME 
1928 
Year 


Name of Bank 


Net Income as Shown by Books 
ADD 

(a) Bad Debts—Not Allowable 
b) 


DEDUCT 


(g) Bad Debts—Charged Off Prior Years 
Loss On A-B Company Stock 
1) 


Adjusted Net Income Subject to Tax 


$10,000.00 





$4,000.00 
1,000.00 





Explanation of Adjustments 
(a) Notes of J. J. Jones ordered written off by bank examiner on November —, 1928, 


which were not definitely ascertained to be bad during the year 1928. 


Debtor owns 


farm lands which he hopes to sell in order to pay at least a part of the notes 


due us. 


(g) Note of John Doe ordered charged off by bank examiner in 1927, which was not 
then ascertained to be worthless, and which was restored to income for the year 


1928. 


It was definitely determined to be worthless in 1928. 


To deduct, as a loss sustained, stock of the A-B Company which was ordered 
charged off in 1927 by bank examiners but restored to income for that year and 


to the balance sheet as at 12/31/27 (1/1/28). 
in the year 1928 as evidenced by records on file 


proceedings, etc. 


EXHIBIT 


This loss was actually sustained 
at our office showing bankruptcy 


— 





—— 


.THE BANKERS MAGAZINE 
aS ie 
AMENDED BALANCE SHEET 
Name of Bank 
December 31, 1928 


ASSETS Per Books 


Cash on Hand and In Banks $194,505.21 
Loans and Discounts 510,607.40 


$ 
(1) 10,000.00 


Adjustments 


Debit Credit Amended 


$194,505.21 
520,607.40 


(1) 10,000.00 39,167.22 


Explanation of Adjustments 
(1) Notes of J. J. Jones ordered charged off by bank examiner in 1928 which were not 


ascertained to be worthless. 


(See addition to book income, adjustment “‘a.”) 


” 


Note: Adjustment (2) on Jan. 1, 1928, balance sheet not carried forward at 12/31/28 as 
loss was taken as a deduction for income for the year 1928. 


EXHIBIT “C” 


erroneously paid for 1928 unless the 
amount has been paid in instalments 
and, then, only to the extent of the 
instalments paid within a period dating 
back two years from the time formal 
claim for refund is filed. 

The two-year period of limitation is 
imposed upon the Commissioner start- 
ing with the date a return is filed, and, 
upon a taxpayer’s making claims for 
refund, starting from the date the tax 
is paid. A timely suggestion to those 
taxpayers who do not, as a rule, pay 
their income tax in instalments is, that 
by adopting the four-payment plan, 
they will extend the period of limita- 
tion within which they will be entitled 
to file a claim for refund for overpaid 
taxes—three months on three-fourths 
of the total tax, six months on one- 
half, and nine months on one-fourth. 
It often is the case that the refund 
found to be due is of such an amount 


that the fourth instalment, due, on the 
calender year basis, December 15, is 
sufficient to cover the amount of the 
claim. The taxpayer under such cir- 
cumstances has built the limitation 
period, within which a claim can be 
filed, up to two years and nine months 
from the date of filing the original 
return. 

The advantages and disadvantages 
arising under the statute of limitations 
provision of the law are subject to 
much discussion and the comments here 
must necessarily be limited. 


LOSSES ON THE “AMENDED BALANCE 
SHEET” 


In the process of building up the 
Amended Balance Sheets and statement 
of Reconciliation of Income, which was 
started last month in connection with 
the article on Bad Debts, we now as 
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sume another set of facts relative to a 
loss sustained on stock carried as an 
investment. 

Assume an investment in stock of 
the A-B Company, the cost of which 
was $1000. In the course of an ex- 
amination conducted by bank ex- 
aminers, it was ordered charged off 
about November of 1927, because of 
the unfavorable showing being made 
by the A-B Company and the un- 
certainty surrounding the value of its 
capital stock. Again, as in the case 


information, the bank claimed the 
$1000 as a loss when preparing its 
1928 tax return. 

This article is concluded by calling 
attention to adjustment (2) in exhibit 
“A,” which is to restore the investment 
to the balance sheet as at December 
31, 1927, after it had been written 
off in November of 1927; adjustment 
(h) in exhibit “B,” which is to claim 
a deduction on the income tax return 
for the year 1928, covering the loss 
sustained; and to the notation in exhibit 


“A permanent record should be made and kept for future reference 
of all facts concerning a loss sustained, whether the loss is occa- 
sioned by a sale, abandonment, demolition and replacement or 
renewal, fire, storm, theft, embezzlement, or other causes. Delaying 
the effort is the most common fault of taxpayers—and a costly one.” 


of bad debts, it is taken for granted 
that the bank examiners were within 
their rights in ordering the charge-off 
and that this instance of ordering the 
stock charged off was just another 
demonstration of the conservative 
policy followed by them. 

The bank officials, knowing the strict 
requirements of the income tax regula- 
tions, were unable to support this item 
as a deduction with sufficient evidence 
of its worthlessness, and accordingly 
testored it to income, when preparing 
the bank’s 1927 tax return, and also 
restored the investment to the accom- 
panying balance sheet. 

Assume additional facts now con- 
cerning the $1000 investment. During 
the year 1928, the A-B Company went 
into bankruptcy and, after careful 
analysis of all the facts concerning the 
company’s state of affairs, the receiver 
advised the stockholders that, although 
it might take some time to convert the 
assets into cash in order to make divi- 
dend payments to creditors, it was 
very evident that the creditors would 
not receive a full settlement and that 
the stockholders would get nothing. 

Based upon this good and sufficient 


“C,” in explanation of the absence 
of the adjustment (2) which appeared 
in the balance sheet as at the beginning 
of the year 


CHASE DEPOSITS CROSS 
$2,000,000,000 MARK 


Deposits of the Chase National Bank for 
June 30, 1930, were in excess of $2,065,- 
434,000, as shown in the bank's statement 
recently issued. This figure marks the first 
time that any bank in the world has passed 
the two billion dollar mark in deposits. The 
statement shows total resources of $2,648,- 
958,000, setting a new high jrecord for 
financial institutions. 

Figures for deposits and total resources of 
the Chase on June 30 are substantially 
higher than corresponding figures shown in 
the consolidated statement of condition is- 
sued June 2, when the merger with the 
Equitable Trust Company and Interstate 
Trust Company became effective. The June 
statement of undivided profits, $63,318,000, 
shows an increase of $2,595,000 as com- 
pared with June 2. 

Deposits of the Chase in the new state- 
ment show an increase of $1,238,112,000 
over the deposits reported by the bank a 
year ago. Total resources on June 30 were 
$1,532,554,000 greater than on June 30, 
1929. Combined capital, surplus and un- 
divided profits in the new _ statement 
amounted to $359,318,000, an increase of 
$216,467,000 over a year ago. 





Financial Service for Women 


FEW months ago the National 
Aizen Bank of Boston, in an 
effort to make that institution 
additionally attractive to women, ap- 
pointed a group of well-known Boston 
women to act as an advisory committee, 
to suggest to the bank any services 
which they might feel would be of aid 
to the women of that community. 

“The service in itself is very simple,” 
said Ray A. Ilg, vice-president of the 
bank in charge of all business develop- 
ment. “It consists of a routine by 
which monthly bills are paid by the 
bank without any detail work on the 
part of the customer. 

“First, in order to authorize the bank 
to pay bills, it is necessary that the 
customer sign a limited power of at- 
torney. A special check book is then 


printed with the name of the depositor, 
‘by the National Shawmut Bank, At- 
torney, with space for one of the 


bank’s officers to sign. 

“The customer is given a supply of 
stock envelopes addressed to the bank 
and, as bills accumulate, she O. K.’s 
them and mails them in these envelopes 
to the bank. There they are stamped 
with the time and date of receipt and 
are also stamped “Paid” when the 
checks go out. 

“At the end of the month a state- 
ment of the bills paid is forwarded to 
the customer. On this sheet are listed 
the bills paid and particular care is 
taken to show any taxes paid, so that 
income tax work at the end of the year 
may be facilitated. A loose-leaf binder 
is furnished by the bank for the filing 
of these statements by the customer. 

“If the depositor wishes the bank 
to pay wages for her, she sends a letter 
to the bank, specifying the payees, 
dates of payments and amounts. Checks 
for such payments are forwarded to 
the customer for delivery, to take care 
of any possible failure on her part to 
notify the bank of changes in such 
payments.” 

The service can also include mailing 
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of allowances to children, payment of 
tuition at schools, etc. 

There is a minimum charge for this 
service, and charges are regulated by 
the number of checks paid each month. 

According to Mr. Ilg, the bank has 
found that the greatest need for this 
service is by people who travel a great 


Ray A. ILG 
Vice-president National 
Bank of Boston. 


Shawmut 


deal. “They desire,” he said, “relief 
from the necessary work of making 
separate arrangements for their bills, 
etc., every time they leave town.” 

The personal service for women Mr. 
Ilg described as “simply an item in our 
drive for business.” “We are fast get- 
ting away,” he said, “from the old idea 
of banking, where it was a case of 
sitting back in a chair and waiting 
for business to come in through the 
door. Merchandising the bank is part 
of this bank’s program, and we are 
continually striving to find new ways 
for our customers and friends to make 
use of the bank.” 





The Abuse of Bank Credit 


Growth of Bank Investments and Loans Against Stock and Bond 
Collateral Excessive During the Past Eight Years 


By BENJAMIN M. ANDERSON, JR., Px.D. 
Economist of the Chase National Bank, New York 


cess of production over immedi- 

ate consumption. It is possible 
to accumulate new productive equip- 
ment only if the current consumption 
of the people can be supplied with 
less than the full productive capacity 
of the people. If labor and existing 
equipment are to be employed in pro- 
ducing machines and railroads, then 
the consumers of the country must be 
content with less goods for immediate 
consumption than they might have if 
the whole productive power of the 
country were devoted to consumers’ 
goods. The decision as to how the 
productive power of the country shall 
be used rests with those who have 
control of the available funds for ex- 
penditure. If an individual spends 
for consumption all that he makes in 
the course of the year, then to the 
extent of his influence in the market, 
he draws labor and equipment away 
from the production of capital and de- 
votes it to the production of consumers’ 
goods. If this individual, instead of 
spending $2000 for luxuries out of 
his $8000 income, saves his $2000 and 
invests it in railroad bonds, he gives 
the railroad funds which may be spent 
for new rolling stock or for the im- 
provement of the roadbed. A corre- 
spondingly smaller number of laborers 
is then devoted to making consumers’ 
goods and a larger number to the pro- 
duction of capital goods. Our indi- 
vidual with $2000 saved may, on the 
other hand, deposit it in the savings 
banks. The decision as to its utiliza- 
tion then rests with the management of 


(C’es of grows through an ex- 


Extracts from an address before the Min- 
nesota Bankers Association. 


the savings banks. They may lend it 
to the railroad through the purchase 
of a bond, or, they may lend it to 
other business borrowers. In general, 
the savings banks will lend it, not to 
those who desire to use it for immedi- 
ate consumption, but to those who will 
use it for building houses, or in other 
productive ways. 

The difference between thrift and ex- 
travagance is not the difference between 
hoarding money and spending money. 
What is saved is also spent. The 
difference is simply as to the way in 
which it is spent. The frugal and the 
extravagant man alike give employ- 
ment to labor. The difference is simply 
that the extravagant man uses all his 
income in employing labor to produce 
goods for immediate consumption, 
while the thrifty man uses part of his 
income in employing labor, directly 
or indirectly, to produce those things 
which will aid in further production. 

There are five primary sources of 
capital. (1) The earlier economists 
gave almost exclusive attention to con- 
sumers’ thrift, the savings of individuals 
either invested directly by themselves, 
as when an individual loans part of 
his funds on mortgage to a farmer, or 
invested indirectly through various in- 
stitutions, as savings banks, insurance 
companies, building and loan com- 
panies, mortgage companies, or bond 
houses. This consumers’ thrift is re- 
sponsible for a very important part of 
the annual additions to the capital of 
the country. (2) Another important 
source of capital, the magnitude of 
which we have only recently come to 
recognize, is business savings, and par- 
ticularly savings of corporate businesses. 
In the turning back of profits to en- 
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large the business and especially in the 
turning back of corporate profits to 
surplus, we have a source of new 
capital of the highest importance. 

(3) A third source of capital is what 
European writers have called “direct 
capitalization.” This takes place with- 
out the intermediation of money con- 
tracts or money payments. It is espe- 
cially important in agriculture and takes 
place, for example, when the farmer 
uses his spare time in building fences, 
building barns, putting in  sub-soil 
drainage, clearing his soil of rocks, 
stumps and the like. It takes place 
also when, instead of selling off the 
annual increase of his live stock which 
would bring him in cash for current 
consumption, the farmer allows his 
herds to increase, so that his produc- 
tion and income in later years may be 
increased, or when he increases the 
size of his flocks of poultry instead of 
selling all that are not needed to main- 
tain the flocks at’ the present size. It 
takes place as the farmer diverts part 
of his labor and energies from produc- 
ing crops which would bring in cash 
during the current year to the develop- 
ment of orchards which will not bear 
fruit for several years. 


TAXATION AND CAPITAL 


(4) A fourth source of new capital 


is to be found in taxation for the 
liquidation of public debt or, for that 
matter, in taxation for the building of 
roads or other productive public works. 
Taxation when thus used ordinarily 
represents the conversion of income 
into capital. Of course, the greater 
part of taxation is for current expendi 
ture, and there is one form of taxation 
which obviously represents the con- 
version of capital into income, namely, 
inheritance taxes, the proceeds of which 
go into current expenditure. It is dis- 
tinctly desirable that the proceeds of 
inheritance taxes, or their equivalent, 
should regularly be used for capital 
purposes, preferably the reduction of 
public debt. 

When the proceeds of income taxes 


THE BANKERS MAGAZINE 


are used in reducing public debt, the 
case is clear. Income is converted into 
capital and placed by the Government 
into the capital market. Investors who 
hold the Government securities that are 
paid off are put in possession of funds 
for reinvestment which constitute a 
net addition to the capital supply of 
the country. In the face of many 
tendencies adverse to economy in the 
use of capital and adverse to the crea- 
tion of new capital in recent years, 
it is a distinctly wholesome thing that 
our Federal Government has pursued 
the policy of steady and substantial re- 
duction of the public debt. 

Unfortunately, the growth of public 
debt on the part of our states and 
municipalities, accelerated by the cheap 
money period through which we have 
gone, has more than offset this con- 
servative policy of the Federal Govern- 
ment in the net effect of public finance 
upon the capital supply. 


BANK CREDIT AS A SOURCE OF CAPITAL 


(5) There are many writers who 
would deny that new bank credit is 
an addition to capital at all. They 
would say that it is absurd to contend 
that the signing of a note by a bank’s 
customer, accompanied by the entry of 
a new deposit credit on the liability 
side of the bank’s balance sheet—the 
mere creation of two . debts—should 
mean the creation of new capital. 
None the less, for the business man 
seeking capital, this is enough. Armed 
with this new bank credit, he is able 
to go into the market and buy the 
materials and hire the labor which he 
needs to provide him with new capital 
equipment. It must be recognized that, 
when held within proper limits, this 
is a real source of new capital. The 
borrower, armed with the new bank 
credit, is able to divert labor and exist- 
ing equipment from the production of 
consumers’ goods to the production of 
producers’ equipment, with the result 
that in the course of the succeeding 
months more actual physical capital 
comes into existence than would have 
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come into existence if the loan had not 
been made. 

The foregoing should suffice to make 
it clear that I have no disposition to 
be doctrinaire, or to speak from the 
standpoint of the old-fashioned “strict 
construction” school of banking theory 
in my comments upon the recent great 
expansion of bank credit in capital 
uses. Nor am I even disposed to be 
doctrinaire in commenting upon a 
moderate use of bank credit for con- 
sumption purposes as represented in 
the financing of instalment buying, 
though this obviously stands at the 
opposite pole from the conversion of 
income into capital. When commercial 
bank credit is used to finance consump- 
tion we have not merely the conversion 
of present capital into income, but 
even the hypothecation of future 
capital for current income. As a minor 


factor in the commercial bank credit 
situation, this is manageable, but it 
obviously cannot become a very im- 
portant element in the situation with- 
out standing things on end. 


The older doctrine of bank credit as 
stated, for example, by Adam Smith, 
would limit the banker to short-term 
advances of part of the working capi- 
tal of a merchant. The banker, Adam 
Smith would hold, may properly lend 
a merchant funds for the turnover of 
readily marketable goods, and he might 
lend a manufacturer also some part of 
his working capital for the purchase 
of materials for quick conversion into 
marketable goods, but he must lend to 
the manufacturer no part of the funds 
used to purchase “his forge or his 
smelting house.” It would have seemed 
weird and strange to Adam Smith, and 
indeed incredible, that banks could 
safely place their funds at the disposal 
ot a railroad for the construction of 
a roadbed or the building of bridges 
or terminals. 

The development of the modern stock 
market has changed the facts and has 
provided a safe machinery for using 
the funds of commercial banks directly 
or indirectly for many capital purposes, 
still keeping them liquid. No commer- 


cial bank would lend directly on the 
roadbed, terminals, and bridges of a 
railroad. If the loan were not paid 
and the bank were obliged to foreclose, 
it would have a white elephant on its 
hands. No ready market exists for a 
railroad as an aggregate, or in frag- 
ments. But the bank may with entire 
safety lend money against the $100 
shares or the $1000 bonds representing 
the roadbed, terminals, and bridges of 
the railway because for these bonds 
and shares a wide and active market 
exists. The bank may even own the 
bonds, though American banking opin- 
ion, unlike banking opinion in parts 
of Continental Europe, is adverse to 
extensive bank ownership of corporate 
shares. 


THE : “S BANK CREDIT AS A 


CAPITAL 


I do. ‘e, deny that ex- 
panding b may be a source 
of real capital, au. I do not condemn 
the employment of bank funds in in- 
vestment: in securities or in collateral 
loans upon securities. I have no dis- 
position to gauge the existing expan- 
sion of bank credit from the stand- 
point of a dcctrinaire theory of strictly 
commercial banking. When bank in- 
vestments are bought at proper prices 
and are of proper quality and market- 
ability, when collateral loans against 
securities are limited to well-margined 
loans against readily mavketabie securi- 
ties, and when the growth in bank in- 
vestments and in stock and bond col- 
lateral loans is moderate and kept 
reasonably in line with the growth of 
commercial loans, there is no occasion 
for concern about the development. It 
has happened more than once in the 
past that the stock market has been 
able to pay back what it owes to the 
banks more readily than have the mer- 
chants. A particularly striking case 
occurred in the year 1920. At the 
beginning of that year the New York 
stock market owed the banks in collat- 
eral loans $1,750,000,000, and at the 
end of the year this figure had been 
reduced to less than $700,000,000. 
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Banks during that crisis year were able 
to withdraw over $1,000,000,000 from 
the stock market to expand loans to 
their commercial customers. 

Recognizing all this fully, I would 
still maintain that the growth during 
the last eight years in bank invest- 
ments and in bank loans against stock 
and bond collateral has been altogether 
excessive. Between 1921 and 1928, 
bond holdings plus stock and bond col- 
lateral loans of the national banks in- 
creased from 42 per cent. to 55 per 
cent. of their total loans and invest- 
ments, while for the six hundred odd 
reporting member banks in the great 
cities the ratio rose from 46 per cent. 
to a fraction over 60 per cent. 

In recent weeks, this tendency has 
been renewed, and has moved with dis- 
quieting rapidity. For these same re- 


porting member banks, the figure stood 
at 59.70 per cent. on February 12 of 
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1930, while on June 4 of 1930 it 
stood at 63.27 per cent. It cannot be 
good policy to make bank money s0 
abundant and so easy that it must over- 
flow at this rapid rate into the securi- 
ties market. When business revives, 
when hundreds of millions of dollars 
must flow out of bank reserves into 
hand-to-hand circulation, and when 
commercial borrowing increases with 
reviving trade, we shall have to pull 
this money out of the securities market 
again—a process which will not help 
along the business revival! It is far 
better that in times of slack the Federal 
Reserve authorities should take up the 
excess reserves in the money market, 
allowing the volume of general bank 
credit to contract, and conserving the 
reserve money of the country so that 
it may be used in a time of revival 
to permit bank credit to expand com- 
fortably to meet the needs of trade. 


The Bowery Savings Bank, at 130 Bowery, New York, has recently opened a new 


safe deposit vault with a capacity of 10,000 boxes. 
steel and equipped with a seventeen-ton door. 


The vaults are of chromium 


York Safe & Lock Company were 


the builders of the vaults. 





The Human Factor in Banking 


Successful Savings Bank Management Depends Upon the Ability 
to Secure Team Work 


By Roy R. MARQUARDT 
Assistant Vice-President, First Union Trust & Savings Bank, Chicago. 


S American business continues its 
Av development, rushing along 
at a rate that constantly brings 
unexpected signs of progress, we begin 
to see that perhaps the greatest contri- 
bution America is making to the world’s 
advance is in the matter of conserving 
the workers’ energies and enlisting his 
spirit. 

Our abundance of capital, our mech- 
anizing of work, our lifting of the 
burden of manual toil, our sharing of 
the rewards with the producers—all 
these have made possible increased free- 
dom, health and happiness for all who 
work with brain or hand and have 
resulted in bringing each day to office 
and shop new enterprise, new ingenu- 
ity, new inspiration, new breadth of 
vision. 

We have reached the point where this 
is a conscious effort of management. 
And while we should not say that more 
than a good beginning has been made 
in this direction, we have achieved suf- 
ficient progress to indicate the benefits 
which can be expected. 

We have begun to realize that the 
most profitable study of commercial 
bank management, savings bank man- 
agement, and all management is man. 
Successful bank management is no- 
where more evident than in the team 
work of employes. Bank systems and 
plans are but the rules of the game 
in which employes are the players. 

Bank management deals with doing 
things right, and it is, therefore, to a 
large extent a matter of the human 
equation, a problem of how to get the 
best out of our employes. 

In how many organizations do we 
find a constant tendency to criticize, 
never to forget errors, but quickly to 


dismiss, or entirely to overlook real ac- 
complishment? In savings banking as 
in all business there is a need for more 
individuals who are willing to spare 
criticism, forgive errors, and applaud 
achievement. 

Without the proper spirit among the 
men, no system or plan will make a 
business successful. With the proper 
spirit, almost any plan can achieve some 
measure of success. And so I should 
like above all to emphasize this sub- 
ject of the human equation, for it goes 
to the heart of successful savings bank 
management. 

Whenever you find the management 
of a bank maintaining an attitude of 
absolute fairness and open-mindedness, 
you will find a bank that is destined to 
attain new levels of accomplishment. If 
prejudices can be eliminated, and un- 
founded opinions, outworn conventions, 
and personal sentiment forgotten, sav- 
ings banking may even excel its past 
development. 

Some one has said that you can tell 
a well-managed business by catching a 
glimpse of the outside of the fence 
about the plant. By the same token, 
a customer can frequently sense the 
spirit of a bank, its efficiency, alertness, 
and progressiveness, by the most casual 
and frequently incidental contact with 
the employes. Every bank can well 
afford to focus the attention of the 
management upon this problem of en- 
listing the employe’s genuine and eager 
interest in the success of the bank. 
Sound personnel management involves 
more than loyalty—though some banks 
have not even begun to secure the 
hearty co-operation of their employes. 
It means more than punctuality or 
faithfulness. It involves alertness, in- 
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telligent thinking, concentration, coura- 
geous and high-spirited application on 
the part of each employe, not only with 
respect to his own job, but also to all 
things that contribute to the progress 
of the institution. 

All this, of course, is something that 
cannot be bought with salaries, bonuses, 
or prizes alone—though it cannot be 
had without fair and even liberal re- 
ward. As it is an expression of the 
worker’s spirit, so it can be aroused 
only by leadership, personal magnet- 
ism, deep and real human interest on 
the part of those in responsible places. 


THE VALUE OF APPLIED THOUGHT 


A well-known business counsellor has 
said, “If my thirty years’ experience 
. . . has taught me anything, it is that 
we are only beginning to tap the po- 
tential right-thinking powers of work- 
ers in our shops and offices. We have 
had and have today an aristocracy of 
thinking, too much thinking at the top, 
for while thinking is basically demo- 
cratic in character, there is plenty of it 
at the bottom, but it is usually unex- 
pressed. Thinking is the characteristic 
of every human being and responds 
to stimulation . . . We pay high wages, 
give extra awards as incentives, have 
welfare plans, and, up to a certain 
point, all these are productive of re- 
sults. But the real riches in the men- 
talities of men, the ‘pay dirt’ which 
yields the greatest return through de- 
velopment, have scarcely been touched.” 
I believe there is something profound 
in that philosophy. 

To manage a savings bank or de- 
partment successfully, the personnel or- 
ganization must be properly planned. 

A sound organization plan is not 
obtained easily, for almost every bank 
experiences many changes over a period 
of time. There are customs and old, 
established methods of procedure to be 
considered. Only a banker who has 
the ability to detach himself from the 
bank and see it as it really is can hope 
to work out the proper personnel plan. 

The small bank in its early years, 
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moreover, is apt to run with reasonable 
smoothness because its structure is so 
simple, and the key employes in each 
department have a good grasp of their 
specific banking functions. But, as the 
bank grows, departments become larger, 
relationships more complex, the work 
of each person more specialized, and 
both the difficulty and the necessity of 
co-ordination increase. If such co-or- 
dination is not achieved, there is dupli- 
cation of effort, an uneven flow of work, 
peaks and valleys, overlapping responsi- 
bility, and so on, all of which result 
in great waste. A savings banker may 


be thoroughly versed in general bank- 
ing principles, yet wholly lacking in 
the ability to organize efficiently. 


IMPORTANCE OF AN ORGANIZATION PLAN 


In any large institution—and espe- 
cially one that is making rapid growth 
—it is imperative that lines of author- 
ity and responsibility be defined and 
clearly understood. For this purpose, 
every bank will find it profitable to 
prepare a complete organization chart 
which should include at least the ofh- 
cers, and those in supervisory positions. 
One main purpose of this chart is to 
put an end to all twilight zones of 
authority. Friction almost always re- 
sults from a misunderstanding on 
this point—and this misunderstanding, 
whether among routine employes or 
those in higher positions, almost always 
originates at the top. The proper exer- 
cise of responsibility calls for the great- 
est of all executive qualities—perspective 
—which is the ability to delegate details 
to specialized employes who may, after 
all, be better qualified, and to concen- 
trate the higher paid talent upon really 
important matters. 

Banking calls for great business abil- 
ity of several kinds. ‘There must be 
business-getting ability; there must be 
administrative ability; and there must 
be technical banking ability. To find 
all these abilities in one man is un- 
usual. Some of the most successful 
bank executives have been great com- 
mercial figures, with insight, magnetism 
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and executive ability. They have been 
leaders rather than technical bankers. 
But somewhere near the top there must 
always be an officer who knows all the 
technique of banking. This is impera- 
tive. 

An organization plan requires that 
the work be subdivided and arranged 
in logical order. Those in responsible 
positions should be relieved of details 
and given time to think on major poli- 
cies and plans. It is never economy 
to require some one to do a particular 
task which another person who receives 
a lower salary can do fully as well. 
Every officer and employe who super- 
vises others should have an understudy. 
When a complete personnel plan has 
been developed, the bank has an efh- 
cient group of workers properly super- 
vised, adequately compensated, and 
happy in their work. 

Having set up an organization plan, 
with lines of authority and responsi- 
bility definitely established and duties 
clearly defined, the task of the man- 
agement is greatly simplified. But 
managing a bank is more than a mat- 
ter of charts and forms. Mechanical 
aids are important, but even more im- 
portant is the human factor. Let us 
give some thought to the qualities es- 
sential to success in savings bank man- 
agement. If I were to select those 
young men and women of exceptional 
promise in the savings field, I should 
expect to find in them certain qualities 
which experience has indicated as neces- 
sary in those who aspire to banking 
leadership. 


MASTERY OF FACTS 


The first essential quality in a sav- 
ings banker is a complete mastery of 
the facts in the savings business. A 
mere smattering of knowledge, care- 
less thinking, shallow reasoning—these 
are not the earmarks of executive abil- 
ity. A thorough understanding of all 


the factors involved in any savings 
problem is a prerequisite to its sound 
solution. No individual who has been 
placed in a position of responsibility in 
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a savings bank will be in command of 
the situation long before he will find 
himself face to face with problems 
that can be solved only by someone who 
knows the facts in this business. 

A savings banker must know his 
markets. What volume of savings de- 
posits must he have as a minimum to 
make an adequate profit? What are 
the costs of handling the various trans- 
actions in the department? How should 
he invest savings deposits so that he 
may have adequate profits, complete 
safety, and the necessary liquidity? 
What losses may be expected? What 
interest rate should the bank pay? How 
is this interest rate determined? Is it 
a fact that in some communities the 
savings interest rate could be reduced 
from 4 to 3 per cent. and the bank lose 
30 per cent. of its deposits, and still 
make more net profits than it did be- 
fore? What is the answer to that 
situation? How many transactions— 
deposits and withdrawals—does each 
employe handle per month? How does 
this number compare with other sav- 
ings banks? If the number is too low, 
is it because the employes are inefh- 
cient or because the organization plan 
is not sound? 

Here then are some tangible prob- 
lems. Here is a banking laboratory 
where any young man may exercise 
the full capacity of his thinking power 
to develop those facts essential to the 
progress of his department. The bank- 
ing business is stepping into an era 
of precision, knowledge and organiza- 
tion, and any young banker who fails 
to keep pace because he does not know 
the facts regarding his business, will 
miss many of the opportunities for 
progress. 

I do not propose an indictment of 
savings banking, but I do believe that 
there are too many young men and 
women in savings banking who do not 
have a grasp of its basic fundamentals; 
their knowledge of the facts is wholly 
inadequate. Savings banking today is 
more competitive than it ever has been, 
and no savings bank or department can 
make money by guess work. In the 
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matter of employe efficiency, for ex- 
ample, surveys show a wide variation 
in the number of transactions, that is, 
savings deposits and withdrawals han- 
dled per person. Some employes are 
doing 25 per cent. more work and are 
probably getting less pay than others. 
The cost of handing these transactions 
varies as much as 300 or 400 per cent. 
in different savings banks or depart- 
ments. And yet the management, be- 
cause it lacks the facts, goes on year 
after year without remedying the con- 
ditions, and without showing the proper 
profits for stockholders. 

Work at the windows of a bank 
is not wholly comparable to factory 
work, where production comes to the 
worker in a steady stream and enables 
him to maintain a steady pace. The 
work at the windows is uncertain. It 
has its idle and its crowded hours; and 
beyond the routine there is the actual 
sales work which better employes can 
do at the windows. The number of 
transactions an 
therefore, not the final test of willing- 
ness or effectiveness, but merely a chal- 
lenge to the management to balance the 
work and the workers, to avoid idle 
time by a more flexible use of employes, 
to know actually what is happening. 

Surveys also show that, regardless of 
the size of the accounts, there are about 
thirty to forty transactions per month 
for every one hundred savings accounts. 
Stated in another way, these surveys in- 
dicate that the small account involves 
as many deposits and withdrawals as 
the large account; consequently, the 
larger accounts are far more profitable. 
Further, if the number of transactions 
per account per month does not in- 
crease with the size of the balance, 
then as the average balances of the 
savings accounts increase, the operating 
expense will decrease. In other words, as 
the average balance per savings account 
increases, the operating expense per 
$1000 of aggregate savings balances de- 
creases. And so we may conclude that 
mastery of the facts in the savings busi- 
ness is an indispensable tool, and the 
first essential to any young man or 


employe handles is, 
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woman who hopes to succeed. When 
a savings banker determines to know 
the facts, he begins to pay the price 
which banking progress demands. 

For the American Institute of Bank- 
ing student who is on his way up the 
ladder in banking, the handwriting is 
plain: ‘‘Master the facts, analyze your 
particular problem of management, break 
it down, then reconstruct it upon facts 
that are up-to-date—but above all, 
master the facts.” 

But it is not enough merely to have 
a complete knowledge of the facts. 
There are bankers who have mastered 
a great many of the essential facts re- 
garding the savings business. They 
have studied costs, efficiency, methods 
of operation, new business program, and 
other plans for increasing profits, but 
they have failed to act. Some deliber- 
ate, some hesitate, and still others pro- 
crastinate with the facts in hand, but 
without the courage and determination 
to carry their convictions through. A 
knowledge of facts must always be com- 
bined with a determination to act 
promptly, if success is to be assured. 


A NEW BUSINESS PERSPECTIVE 


The second essential earmark of ex- 
ecutive ability in a savings banker is 
the proper new business perspective. I 
appreciate that a great deal has been 
written about bank salesmanship and 
bank advertising, but their importance 
can hardly be over-emphasized. 

The savings banker must command 
confidence so great that men and women 
are willing to place the savings of a 
lifetime and, in a measure, the future 
welfare of dependents in his hands. He 
is the steward of the community’s 
wealth. To secure confidence of this 
kind requires the highest type of sales- 
manship. The savings banker must be 
kind, patient, brief spoken, with a keen 
sense of honor, and with fine culture, 
but above all, he must be sympathetic 
in his understanding of the financial 
problems of men and women. 

Frequently, bank officers rise to their 
positions through the operating depart- 
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ments of a bank. They learn the nec- 
essity for accuracy in figures, and the 
responsibility of printed statements, but 
they lack the proper new business per- 
spective. They fail to see that both 
the quantity and the quality of a bank's 
business can be built up through 
organized selling and new business 
effort. As some one has said, “Banks 
have not always been as aggressive as 
they might be in their selling, and as 
persistent as they should be in their 
advertising. By aggressiveness a bank 
may materially increase the volume of 
its business, and the accumulated effort 
of a few years in an aggressive bank 
may enable it to excel by far the in- 
stitution lacking in salesmanship and 
aggressiveness.” 

Every savings bank ought definitely 
to plan for the active solicitation of 
new business in its community. In 
this connection, it is well to remember 
that there is no magic—no short cut— 
no get-rich-quick formula—in securing 
new savings business. 

A sure way to out-wit competition 
is to out-work competition. A sure 
way to reap a bigger savings crop is 
to cultivate more intensively. A sure 
way to get bigger new business results 
is to work harder. Perhaps I may 
visualize something of the savings 
problelm and the opportunity by re- 
minding you that if bankers could add 
just $50 to the average balance of 
each savings account, it would make 
the difference between profit and loss 
on thousands of accounts; taking the 
country as a whole, $50 added to each 
savings account would increase savings 
balances by $2,500,000,000. Moreover, 
we should also add from 2,000,000 to 
3,000,000 new depositors every year. 
What we need is to visualize our new 
business and advertising opportunities 
more clearly and certainly more greatly. 
There must be a definite new business 
program with responsibility definitely 
established and carried out. 

I have said that the, second essential 
for a savings banker is a new business 
perspective. Specifically, what does a 
man bring to his work when he has a 
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proper new business perspective? I 
have already indicated that he must 
have a new business program. He 
must ask himself: “How many cus- 
tomers should my department have this 
year, next year, year after next? How 
much business should each of these 
customers do with this department? 
Have I anything to sell which my com- 
petitor cannot quite equal? Would I, 
as a savings prospect, buy these par- 
ticular services which I have to ofter.” 
Too frequently, through poor §sales- 
manship, we have placed ourselves on 
the defensive in using 3 or 4 per cent. 
interest as our sole talking point. A 
savings account as ready cash is an 
essential to the material success of any 
individual. Its benefits are as definite 
as those of life insurance. It has no 
equal for liquidity; it is safe, immedi- 
ately available, and never fluctuates. 
Have we not failed on many occasions 
to impress our customers with an ap- 
preciation of the value of ready cash— 
absolutely liquid, without lien or claim, 
a necessity to any individual who hopes 
to take advantage of his opportunities 
and overcome his difficulties. He is a 
poor saver indeed whose savings ac- 
count, with the banker’s counsel, does 
not actually earn many times 3 or 4 
per cent. in independence, security, 
and peace of mind. 

The savings banker is a physician 
looking after the financial welfare and 
material health of men and women. 
He may feel at times that the consulta- 
tion all day long with customers fre- 
quently deals with trivial matters and 
distracts him from the thinking he 
would like to do on the major policies 
of his department. But he has no more 
important service to render to his cus- 
tomers than to give sound counsel— 
the kind of financial advice which in 
the savings department goes far beyond 
finance and banking and deals with 
almost every human difficulty. He 
must of necessity be patient with a 
young man who is only beginning to 
accumulate money and who is sorely 
in need of the simplest analysis of his 
problems. He must likewise possess 
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* 


A CONDENSED STATEMENT of CONDITION 
(Covering all Offices and Foreign Branches 
as of June 30, 1930 


RESOURCES 
Cash and Due from Banks........................ $106,965,801.38 
United States Securities 52,476,579.00 
Loans, Discounts and Investments............... 496,734,134.15 
Banking Houses 15,676,082.42 
Customers’ Liability Account of Acceptances 43,153,432.89 
Accrued Interest Receivable and Other Assets.... 3,499,514.47 


Total $718,505,544.31 


LIABILITIES 
Capital $44,500,000.00 
Surplus and Profits 39,469,139.15  $83,969,139.15 


Reserves, including Interest, Taxes, Dividend, and 
Unearned Discount 6,027,775.45 


Liability as Acceptor or Endorser on Acceptances 
and Foreign Bills 76,829,355.21 


Items in Transit with Foreign Branches and other 
Liabilities 659,598.43 


Deposits 551,019,676.07 
Total $718,505,544.31 
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The stockholders of The First National Bank of Boston beneficially own 
the capital stock of Old Colony Trust Company (capital $5,000,000, sur- 
plus, guaranty fund and profits $5,441,629) and the capital stock of The 
First National Old Colony Corporation (capital and surplus $25,000,000). 
The figures of these companies are not included in the above statement. 











sufficient experience so that he can 
bring to the solution of the problems 
of those customers who have accumu- 
lated wealth the best of business judg- 
ment. The savings banker who ap- 
proaches his selling problems with these 
qualities, and with faith, enthusiasm, 
an appreciation of the romance of his 
day-by-day activities, loyalty to sound 
banking ideals, and vision which en- 
ables him to see his future great, will 
of necessity have a forward-looking 
new business program and a vigorously 
growing institution. 


AN OPEN MIND 


The third essential executive quality 
of a savings banker is an open mind— 
a mind not anchored to tradition so 
firmly that it fails to keep pace with 
progress. 

Although the pressure of competition 
and freedom from the cloak of dignity 
have made for the more rapid de- 
velopment of every phase of savings 
banking, there is still a great need for 
young men and women who see clearly, 
think conclusively, and approach the 
savings business with an open mind. 
In many respects banking has not al- 
ways kept pace with other lines of 
business, and it is only in recent years 
that it has stepped into a period of 
precision in knowledge and organiza- 
tion. I seek not ‘to discourage, but 
rather to point out the opportunities 
for a young man: with an open mind. 
There is before each one of us the 
opportunity of finding a new and better 
short-cut in methods of operation where 
generations of bankers may have been 
following a circuitous path. 

The history of American business 
progress is largely a record of the 
accomplishments of men who approach 
their responsibilities with an open mind. 
In advocating open-mindedness regard- 
ing our methods, procedure, policies, 
and operations, I would not have you 
believe that I am trying to minimize 
the importance of experience, of time- 
tested rules, of great traditions in the 
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No one holds the 
fine accomplishments of banking in 
preceding years in greater reverence 
than I, but with due regard to the 
past, let us approach our problems with 
an inquisitive, critical, open mind, con- 


banking business. 


stantly seeking to improve. As the 
savings deposits of this country have 
grown, we have graduated to new re- 
sponsibilities. There are many savings 
problems today which require that 
decisive reconsideration which only a 
man with an open mind can give. It 
is not enough merely to apply to these 
problems the experience of the past and 
what some one has called “the processes 
of antiquity.” 

How many times in urging that all 
employes make an attempt to secure 
new savings business have we heard 
such comments as the following: “I 
am so busy all day long, working from 
8:30 a. m. to 5:00 p. m., that I haven't 
time to get new savings accounts.” “All 
my friends are already customers.” “I 
don’t have an opportunity outside of 
business to meet new people who might 
become customers.” “If I were only 
a teller, I might be able to get new 
savings accounts.” By and large, I 
wonder how many of those comments 
come from closed minds. One is re- 
minded of the automobile salesman in 
a northern state who sold automobiles 
in the winter time. Some one asked 
him, “John, how do you sell cars in 
the winter?” He replied, “Aren’t you 
supposed to sell them in the winter 
time?” His attitude is typical of those 
individuals and those businesses that do 
things because they don’t know they 
can’t be done. And so we find in 
many banks young men and women 
securing new business, working out new 
plans, shortening methods, and improv- 
ing the operation of their departments 
because they don’t know that these 
things can’t be done. Instead of merely 
following blindly policies and procedure 
laid down for us in the past, ought 
we not approach our daily work with 
an open mind and do some constructive 
thinking ourselves? 





DRIVING tHE FORGER 
OUT OF BUSINESS! 


Tue cleverest artist at check-alteration 
retreats before Todd Greenbac Checks. 
They’re steadily driving him out of busi- 
ness. As more and more businesses adopt 
them, his prospect list grows smaller. 4nd 
the hazard for every unprotected bank 
account increases! 


Todd Greenbac Checks are prepared by 
a secret process involving interlocking de- 
signs in several colors. The intricate pat- 
tern which results defies duplication. And 
concealed beneath it are hundreds of im- 
pressions of the word “void.” At the first 
touch of acid or ink eradicator, the sensi- 
tive surface of the check disappears, the 
“voids” flash out and the check is can- 
celed forever. 


Todd Greenbac Checks are actually 
rsonalized currency. Their manufacture 
is carefully guarded. Every sheet of Green- 
bac paper is registered and handled only 
by bonded employees. Every scrap is ac- 
counted for and burned daily. Checks are 


made up only to individual order and de- 
livered under seal to the customer. No one 
else can possibly secure blank Greenbac 
paper for counterfeiting your checks. Both 
counterfeiting and alteration are covered 
by insurance. 


Todd Greenbac Checks cost little more 
than ordinary checks. Phone the local 
Todd Office for a demonstration. Or mail 
the coupon below directly to us. The 
Todd Company. Protectograph Division. 
Rochester, N. Y. Sole makers of the 
Protectograph, Super-Safety Checks and 
Todd Greenbac Checks. 


Tue Topp Company, Protectograph Division 
1139 University Avenue, Rochester, N. Y 
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TODD SYSTEM OF CHECK PROTECTION 





THE BANKERS MAGAZINE 


A savings banker may have all these 
qualities, but if he lacks the fourth 
essential, which is persistent applica- 
tion to the job, all else is of no avail. 
He may have knowledge and be able to 
base the management of his department 
on facts; he may have a genuine appre- 
ciation of the importance of new busi- 
ness; he may come to his work with a 
true understanding of the significance 
of an open mind. He may have all 
these qualities, and yet fail because of 
a lack of persistent application to the 


job. 
PERSISTENT APPLICATION TO THE JOB 


Hard work, or persistency in keeping 
at the job, is an old-fashioned quality, 
but it is, nevertheless, the keystone of 
all those qualities that help to build a 
good savings banker. It is so easy not 
to budge; it is so easy to go along 
without making any great effort; it is 
so easy to compromise or to give up 
when our purposes are thwarted; but 
to drive straight through to the prac- 
tical application of our thoughts, per- 
sistently day by day, is no easy task. 

Savings banking needs more young 
men and women who simply will not 
stop work when the windows to their 
cages are closed at two or three o'clock. 
It needs more individuals who are will- 
ing to wrestle early and late with the 
great unsolved problems of the savings 
business. 

Give any one the radius of a young 
man’s willingness to work and to apply 
himself, and he can circumscribe that 
young man’s future. How many young 
men are willing to follow a Thomas 
Edison, who worked 19!4 hours daily 
up to the time he was fifty-five years 
old, and 18 hours after that, and who, 
it is said, labored at one time for five 
days and nights continuously, struggling 
to perfect an idea? What young man 
is willing to pay the price in the bank- 
ing business of a Henry Ford in in- 
dustry, who would work all day in the 
plant and then work at night in his 
own shop, striving to make his first 
automobile. 


A young man, lacking the means to 
go to college, secured an appointment 
to West Point. He was poor, handi- 
capped in many ways, but he deter- 
mined to excel by applying himself to 
the job. His room was so situated 
that at night he could look out and see 
the light burning in the window of 
another boy who was vying with him 
for scholastic honors. This young man 
studied every night until the light in 
the other student’s room had gone out, 
and then he studied a little longer for 
good measure. He was determined to 
do as much and then a little more than 
his most industrious competitor. At 
the end of his career at West Point, 
he finished with high scholastic honors. 
How many young men are there in 
savings banking who are willing to 
work just a little longer than their 
most industrious associates? Many ex- 
amples might be given of men in the 
banking business who have followed 
precisely this course. 

In conclusion, may I repeat the four 
qualities which I have discussed, and 
which I firmly believe to be essential 
to success in savings banking: 


Mastery of the facts. 

A new business perspective. 

An open mind. 

Persistent application to the job. 


If each one of us will conscientiously 
shape his daily activities along these 
lines, I believe in the next ten years 


we may witness accomplishments in 
savings banking which will far excel 
all of the fine achievements of the past. 


VERY NEAT 


“Oscar,” said the bank manager, “there'll 
be a vacancy here soon and I'm thinking 
of giving your twin brother the job.” 

“My twin brother?” exclaimed Oscar. 

“Yes, the one I saw watching the ball 
game yesterday while you were at your 
aunt's funeral,’ explained the manager. 

“Ohver-yes,” said Oscar. “I—I remem- 
ber! I-I°ll go and hunt him up.” 

“Good! said the manager. “And don’t 
come back till you've found him.”—Path- 
finder. 
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people of the Greater Providence Market. 
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Handling the Chain Account 


Better Understanding of Mutual Problems Is Needed to Bring 
About More Cordial Relations 


By Crark G. MITCHELL 
Vice-President, Denver National Bank, Denver, Colo. 


HE last ten or fifteen years a 
EE method of distribution has 
come into prominence known as the 
chain store system. In many quarters 
it is welcomed, in others maligned. 
What is going to be the outcome? Is 
the system sound or a passing fad? 
These questions will have to be an- 
swered by time and experience. My 
own feelings are that the chain store 
is here to stay and is a sound, eco 
nomic method of distribution of goods, 
that its competition will be fair, but 
that it will require efficiency to meet 
its own efficiency. It will require skil- 
ful and volume purchasing to meet its 
purchase price and economic handling 
in volume to meet its selling price. 
One of the criticisms often heard is 
that all the money received by those 
organizations is money gone from the 
community forever and _ deliberately 
taken from local business. Let us see 
if this is true. Let us analyze the 
chain store dollar. Estimates of the 
distribution of the money received from 
sales run something like this: 65 per 
cent. to the manufacturer, 12 per cent. 
to payroll, 9 per cent. rent, and the 
balance up to the 5 per cent. of net 
profit goes into incidental expenses such 
as light, heat, repairs, etc., and is 
spent in the community. The 65 per 
cent. cost of manufacture sometimes is 
spent in the community, or in nearby 
Cities. 


WHY BANKERS COMPLAIN 


Many bankers have complained of 
the extraordinary services they have 
been called upon to perform with little 


_ From address before the Denver Conven- 
tion of the American Institute of Banking. 


or no compensating balance or other 
remuneration. A questionnaire was sent 
out in order to ascertain the attitude 
of the banks. A meeting was held at 
which representatives of the American 
Bankers’ Association and officials en- 
deavored to effect better understanding 
between the bankers and the national 
organizations to the end that their mu- 
tual relationships would not be a bur- 
den to either party. 

The results of the questionnaire were 
read to the chain store officials. These 
were not entirely complimentary and 
did not unanimously state their ac- 
counts were profitable or satisfactory. 
When they did indicate satisfaction 
scrutiny indicated that the banker had 
not analyzed his accounts and was 
therefore not in a position to know 
whether the business was good or bad. 
It is quite probable that some of the 
unfavorable comments were unjustified 
for the same reason. The bankers 
endeavored to show the other commit- 
tee that an efficiently run country bank 
could hardly break even on the small- 
est possible chain store business ac- 
count with a balance of less than $800, 
and that probably $1000 would be nec- 
essary to show a moderate profit. 

The chain store officials, who im- 
pressed me as fair and broadminded, 
then spoke of the problem from their 
angle. There is much to be said in be- 
half of the well-operated chain store 
system. Almost every one made the 
statement that he found no uniformity 
of charges or of requirements on the 
part of bankers. Bankers do not ap- 
pear to be acquainted with their own 
costs of operation or the conditions un- 
der which their accounts would be 
found to be profitable. Some banks 
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appear to make a profit on an account 
upon which others cannot. In many 
communities there appear to be too 
many banks to make banking economi- 
cal as the total business is too much 
divided. Certainly the customers of 
these banks should not be called upon 
either to maintain balances or pay such 
charges as to make all of them profit- 


able. 
THE CHECK-CASHING PROBLEM 


One of the large problems of chain 
stores is cashing or accepting checks 
in payment for purchases. One com- 
pany reported their average sale amount- 
ed to 72 cents while the average check 
given to them was $12. It was thought 
the chain store should not be penalized 
for this service to the community. There 
are two sides to the check-cashing ques- 
tion. The other is the increase in pur- 


chases due to the convenience of the 
check and the increased safety of the 
funds while in the hands of the store. 


Bankers that make the broad asser- 
tion that chain store accounts as a 
whole are unprofitable are not well 
informed. City accounts of the chain 
store operators are conducted in such 
a manner as to prove the fairest in- 
tentions. In many instances free bal- 
ances are large enough to offset the 
activity of the accounts. Bankers them- 
selves have encouraged the use of checks 
the last few years. Large companies 
are paying employes with checks on 
account of their safety over cash. Cash- 
ing of these checks has been solicited 
by a number of companies and repre- 
sents, said a chain store operator, an 
accommodation to the banks on a busy 
day when it would be almost impossi- 
ble to handle so many checks expedi- 
tiously. 

Another official stated that his com- 
pany made a practice of correcting 
every condition brought to his atten- 
tion by the banks as he hoped to make 
his business with them satisfactory in 
every respect. In his company the 
average sale was 77 cents and the profit 
2% cents, so that a 3 cent charge on 
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checks cashed would eat up all the 
profit and be prohibitive. He felt that 
a $2000 free balance would not cover 
the cost of most of his accounts. His 
average weekly sales per store was only 
a little over $1000, so that a $2000 
balance would be a great burden. He 
felt that banks should charge for spe- 
cial services to those who actually use 
them, and this charge should not be 
distributed over the balance of the 
business of the bank. 


UNIFORM METHODS IMPOSSIBLE 


Another official did not feel that a 
uniform method of conducting ac- 
counts could be maintained. He pre- 
ferred to have controversies settled by 
his local managers, which would im- 
prove relationships with the banks on 
a more solid foundation than if the 
home office handled the negotiations. 
He stated that banks should carefully 
analyze their costs in order to talk 
intelligently and forcibly regarding 
the profit or loss on the accounts. 

If services are to be charged for we 
must know what they cost. We 
cannot assume that the costs arrived 
at by other institutions apply to our 
own. The costs of the various opera- 
tions can be figured with reasonable 
accuracy with a very small amount of 
effort. Determination of activity and 
float is of primary importance in per- 
suading customers to maintain adequate 
balances. If you know the cost of your 
services you need not hesitate to dis 
cuss your problem with any fair-minded 
customer. The average customer, 
whether independent or chain store, 
does not want his business handled at 
a loss by his bank. When a fair state’ 
ment of detailed facts is set out before 
him he is anxious and willing to make 
up the deficiency in balance or pay 
the charge necessary to make his ac- 
count profitable. 

A number of the largest organiza 
tions have increased their balances and 
are graciously accepting a per item 
charge to make their business satisfac’ 
tory. One large eastern corporation, 
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with stores in-many towns, approached 
with reference to a charge to be made 
on the transfer of funds, said, “No, 
we will increase our balance, and pay 
you 1% cents an item which ought 
to make our account satisfactory.” 
Most of our accounts with heavy ac- 
tivity are sorting their deposits accord- 
ing to banks on which the checks are 
drawn, in which instance each of these 
deposits is charged as one item. 


EVIDENCE OF CO-OPERATION 


Since the conference which I have 
mentioned, one of the largest of the 
chains, about which the greatest com- 
plaints have been registered, has noti- 
fied each one of its managers to dis- 
cuss its relationships with the thousands 
of local bankers who are rendering 
them services. Another has written to 
every bank with which it is doing 
business. The treasurer of one of our 


largest utilities is making an intensive 
study of his banking relationships to 


the end that his banks must make a 
fair profit from the business which he 
gives them. 

These national organizations are very 
sensitive over their community obliga- 
tions and relationships. Large sums of 
money are to be expended for the pur- 
pose of creating good-will in the various 
communities. The companies are en- 
deavoring to arrive at a fair amount 
of their profits which should be donated 
to local charities. Store managers are 
urged to do their part in the com- 
munity in chambers of commerce and 
service clubs. One operator stated that 
something over 500 out of 1500 man- 
agers had been presidents of com- 
munity organizations during the last 
two or three years. 

There exists real necessity for more 
education both among the bankers and 
customers. Reasonable demands based 
on actual figures which demonstrate 
efficiency will receive close attention 
and adjustment. If bankers have gone 
to these organizations with all kinds 
of complaints founded on other fel- 
lows’ figures and guess work, it is little 


207 


wonder that they have been disap- 
pointed with the results. Let us re- 
solve first to know what we are talking 
about and then present our claims to 
these national organizations, as well as 
every customer using the bank as a 
free service station. I do not believe 
we will be disappointed with the results 
if our requests are founded upon facts, 
economy and fairness. 


PLANS FOR NEW WALL STREET 
BANK 


PLANS are under way, according to the New 
York State Banking Department, for the 
organization of the Fiduciary Trust Co., to 
be located at 111 Broadway and with a 
proposed capital of $500,000. The incor- 
porators are F. Haven Clark, Greenville 
Clark, Robert H. Gardiner, Delancey K. 
Jay, Daniel W. MacCormack, Frederick 
Pope, Elihu Root, Jr., and Theodore T. 
Scudder. 


PHILADELPHIA MERGER VOTED 


STOCKHOLDERS of the Central National 
Bank and the Penn National Bank of 
Philadelphia have ratified the plan for the 
merger of these two institutions under the 
name of the Central Penn National Bank. 
The new bank will have capital, surplus 
and undivided profits of more than $14,- 
000,000. Archie D. Swift will be president. 
Combined deposits on June 30 were $54,- 
780,224. 


LEONARD RETURNS TO 
CENTRAL TRUST 


ArTHUR T. LeoNaARD has been elected to 
succeed the late IA. K. Bodholdt as vice- 
president in charge of the trust department 
of Central Trust Company of Illinois, Chi- 
cago. Mr. Leonard is not a stranger to the 
bank. He formerly served as secretary and 
trust officer of Central Trust, leaving in 
1923 to become associated with Dawes Bros., 
Inc., as secretary and treasurer, which office 
he has since held. He is a director of 
Dawes Bros., Inc., and is also vice-president 
and treasurer as well as a director of Metro- 
politan Gas & Electric Company and Union 
Gas @ Electric Company. 

Mr. Leonard was born in Chicago and 
was graduated from Northwestern Uni- 
versity Law Department in 1916. Previous 
to the war he practiced law in Chicago and 
is a member of Chicago Bar Association, 
Illinois Bar Association, and American Bar 
Association. 





Review of Half Year’s Financing 


EW public financing in the 
N United States during the first 

half of 1930, excluding domestic 
and Canadian municipals, aggregated 
$3,492,177,000, according to compila- 
tions announced by Otto P. Schwarzs- 
child, editor of American Underwriting 
Houses and Their Issues. This total 
compares with $3,696,324,000 for the 
same period of 1929. 

The Schwarzschild review includes 
stock issues as well as bonds and notes. 
Preferred stocks of a set par value 
were considered at par, while all no 
par stocks were calculated at public 
offering prices. The record was com- 
piled from advertisements of syndicate 
offerings, and the head of the syndicate 
was assumed to be the firm appearing 
in the leading position in the adver- 
tisement 


The compilation reveals that J. P. 
Morgan & Co. led the list of invest- 


ment houses during the first six months 
by heading syndicates amounting to 


$628,144,000. Harris, Forbes & Co., 
with $285,259,000, ranked second and 
Kuhn, Loeb & Co. third with $244, 
325,000. 

The results of the first half year 
from the standpoint of total business 
participated in, either as head or partic- 
ipant, show that the National City 
Company of New York accounted for 
the largest volume with $991,254,000. 
Harris, Forbes & Co. ranked next with 
an aggregate of $963,034,000 while 
the Guaranty Company of New York 
was third with $870,863,000. 

An analysis of the financing during 
the first six months reveals that of the 
total new offering of $3,492,177,000 
bond and note issues aggregated 
$3,048,948,000, or over 87 per cent. 
of the total, while stock issues amounted 
to only $443,229,000. Domestic public 
utility financing totaled $1,165,936,000, 
accounting for about one-third of total 
offerings. | Domestic railroad issues 
ranked second with $560,350,000. 
Canadian corporate and other foreign 
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issues aggregated $723,861,000, while 
new financing for financial and invest- 
ment companies totaled $228,670,000, 
of which nearly two-thirds comprised 
bond and note offerings. 

During the first six months of 1929 
new offerings in behalf of public utili- 
ties amounted to only $648,036,000; 
for railroads only $126,913,000 while 
investment trust financing amounted to 
$934,392,000 


NEW MANHATTAN OFFICERS 


THE following changes have recently been 
made in the official family of the Bank of 
Manhattan Trust Company, New York: H. 
Earle Dow, formerly assistant vice-president, 
has been made a vice-president; Rockwell 
Kent, an assistant secretary, has been made 
an assistant vice-president. Lawrence Sin- 
clair has been appointed assistant treasurer 


and A. A. O'Neil, auditor. | 


MANUFACTURERS TAKES OVER 
PACIFIC TRUST 


STOCKHOLDERS of the Manufacturers Trust 
Company and the Pacific Trust Company, 
New York, have approved the plan for 
merging the two institutions. The 51 Broad- 
way office of the Pacific Trust Company has 
been discontinued and its business trans- 
ferred to the main office of the Manufac- 
turers Trust Company at 55 Broad street. 
Herman J. Cook, president of the Pacific 
Trust, has been elected a vice-president of 
the Manufacturers Trust, and William T. 
Pagen has been appointed trust officer. 


BANK OF ITALY PROFITS 


THE half yearly report of the Bank of Italy 
as of June 30, 1930, shows an increase of 
approximately $2,500,000 in invested capital 
after payment of dividends, indicating that 
the bank has enjoyed one of the most pros’ 
perous six months’ period in its history. 
The statement further shows a strong liquid 
position. 

“A very satisfactory statement,” was the 
comment of Arnold J. Mount, president. 
“It shows not only that the bank has made 
a healthy growth during a very trying 
economic period, but it is a good index to 
the prosperity of the state as well, which 
should be reassuring news to everyone. 
When people are putting their money into 
savings as is strikingly illustrated in our 
statement we need not have any great fear 
for the future.” 





INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 
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By PAUL WILLARD GARRETT 
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AUGUST, 1930 


A Year of Revival Now 


ITH the advent of August and 

\ X / the approach of September we 
pass temporarily at least from 

the storm months in American business 
depressions to historically safe harbors. 
Back through the years we search in 
vain to find a business depression that 
hit its rock bottom in either of these 
two months. They more often than any 
mark the emergence from bad business 
to good times, or at least a seasonal 
bulge. When precedent is examined 
closely for light on the 1930 recession 
the suggestion is strong that business in 


this country is right now scraping bot- 
tom in preparation for an upward turn. 


July more often than any other 
month has marked rock bottom in our 
business depressions, with June a close 
second. It was in July that we struck 
bottom in each of our last two preced- 
ing recessions. That was in 1921 and 
1924. Business in each instance had 
been depressed for slightly more than a 
year. July this year rounded out a full 
twelve-month decline in industry. 

With all our statistics we cannot in 
this country spot these turns in business 
until the event is two months old. We 
do not even now have before us the 
completed index of industrial activity 
for July. We can guess what it will 
be. It will probably show that July was 
the poorest month in the current busi- 
ness depression, in which case that 
would set a new low since 1924. 

We must resort to historical analogy 
partly for guidance in predicting the 
future. Depression bottoms in 1894, 
1904, 1908, 1921 and 1924 all were hit 

her in June or July. August and 

ptember are conspicuously absent from 


the list of bottom months in fifty years 
of depressions. These historic facts 
would not be so comforting were it not 
that the conclusion they offer is what 
fundamental conditions themselves sug- 
gest. 

Deflation in commodities has gone be- 
yond the limits fixed even by the pessi- 
mists a year ago. Our general level of 
wholesale prices, measured by the Bu- 
reau of Labor statistics index, fell dur- 
ing June to 86.8 from 89.1 the month 
previous. This makes the twelfth con- 
secutive monthly decline and the sharp- 
est of the twelve. It sweeps the price 
level down below even the bottom 
touched in the 1921 depression. 

The observation wrongly leads some 
critics to liken the 1930 deflation in 
commodities to 1921. The point is of 
course that it is neither a high nor low 
price level that gives trouble but the 
shift from high to low. The 11 per 
cent. downward adjustment in whole: 
sale prices in the last year is bringing 
its troubles but they are nowhere nearly 
so serious as those introduced by a 45 
per cent. drop over a corresponding 
period in 1921. 


COMMODITY PRICES DECLINING SINCE 
SEPTEMBER, 1928 


Wholesale commodity prices in the 
United States have been declining, with 
only a moderate interruption last sum- 
mer, since September, 1928. In the 
twenty-one months ended in June, 1930, 
the decline was 13 per cent. 

For the individual group categories 
composing the index, the declines from 
their respective peaks following the 1927 
recession have been as follows: 
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Group Per Cent. 


Farm products 

Foods 

Hides and leather 

Textiles 

Fuel and lighting 

Metals and metal products 

Building materials 

Chemicals and drugs 

House furnishings «2.2... 200020 
Miscellaneous 18 
All commodities 13 


This is a major price decline but 
through June the decline in the averages 
has not been much greater than the de- 
cline shown between early 1925 and 
the middle of 1927. 

There are those who insist that re- 
covery in commodities must precede an 
upturn in business. Here again history 
does not bear out what seems a logical 
deduction. The bottom in commodities 
was not reached until January, 1922, 
six months after the turn upward in 
business. 

_ There is no reason to suggest the 
imminence now of further extended de- 
flation even approaching that of a 
decade ago. In 1921 general industrial 
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activity turned up in the summer, six 
months before the commodity price 
average reached its low point. Can we 
assume that commodity prices are now 
near their bottom and further, that 
until they do turn, no revival of general 
business activity can be assumed? 

One student of the price situation, F. 
E. Richter, in contrasting the 1930 and 
1921 positions, says: “In 1920-1921, 
drops of ten points in one month in 
the Bureau of Labor index or in some 
of its component groups were not un- 
common. As a sequel, the months ot 
upturn in group price averages were 
spread all the way from July, 1921, 
for farm products, to the late summer 
of 1922 for the chemicals and drugs, 
house-furnishings and miscellaneous 
groups; in general, the greater the de- 
cline in a group average, the earlier 
deflation was accomplished and an up- 
turn begun. 

“We need expect no such _long- 
drawn-out recovery at the present junc- 
ture, for the recession of 1930 is the 
aftermath of no such upheaval and 
inflation, and the accompaniment of no 
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such world credit situation as obtained 
in 1920-1921. We had overcapacity 
as well as great surplus stocks then, as 
we have now. We had a world trade 
paralysis far worse than now exists. If 
there were then more starved bodies in 
Europe to be fed, and therefore to con- 
sume foodstuffs, than there are now, 
there were also much more social and 
political unrest and more serious labor 
problems in the world than seem to 
face us in 1930. 

“In the United States, current frozen 
loans on real estate or securities cer- 
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tainly were more than matched in 1920- 
1921 by the agricultural land deflation 
and the distress financing reflected in 
numerous note issues floated to pay off 
bank loans based on inflated inventories. 
If we have now no 1922-1926 building 
boom or an infant automobile industry 
to pull us out of the present cyclical 
trough, other developments, encouraged 
and financed by easy money, may well 
turn the trick. 

“With a general world situation, 
especially in the matter of credit, far 
worse in 1921 than it is today, business 
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AMERICAN BusINEss CYCLES OF THE PAST 
What the above chart shows is that in times past recovery usually has been pro- 
nounced in the second calendar year after the beginning of the recession. It pro- 
vides ground for a projection of the probable course of the business curve during 
the remainder of 1930 and throughout 1931. Since the recession now has run a 
full year the prophets believe that business is now scraping bottom in preparation 
for an upturn in the near future. 
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CommopitTiges Drop BELow THEIR 1921 BoTTOMs 


The above chart depicts the trend in commodity prices over recent years and shows 
that they have now fallen to a level even lower than the bottom reached in the 


1921 depression. 
existing ten years ago. 


It is a mistake nevertheless to liken the 1930 situation with that 
Deflation in the last year has reduced the price level by 


11 per cent., as against a precipitate decline of 45 per cent. in the former period. 


turned up when stocks of goods were 
apparently just as high, if not higher, 
relative to the then level of production, 
than they are now. 

“Historical precedent in that case as 
in others, and logic too, would seem to 
indicate that business need not wait on 
commodity prices to turn up. F. C. 
Mill's studies in his ‘Behavior of Prices’ 
clearly bring out the tendency for the 
great majority of commodity prices to 
lag behind business on the upturn. For 
this there is a multitude of reasons, of 
which present space does not permit dis- 
cussion. At any rate, whatever may be 


the case in other phases of the business 
cycle, it seems true that at the bottom 
of the cycle, commodity prices in gen- 
eral are not likely to be barometric in 
character. 

“What is likely, and what has hap- 
pened at various times in the past, is 
that for reasons differing at different 
times, selling against the warehouse for 
particular industries or commodities at 
some point of time ceases to be profit- 
able or wise. Prices of certain raw 
materials are likely to be the first to 
feel this changed situation, as manu- 
facturers begin to buy with more con- 
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fidence, and sellers to sell less eagerly. 
If the tide definitely turns for such 
key industries or key commodities, the 
impetus may be given for a general re- 
vival to follow.” 

Now this rather persistent decline in 
commodity prices presents serious busi- 
ness problems but it tends to make 
bonds more valuable. Gently falling 
commodity prices enhance bond values, 
since, with prices lower, any call on 
dollars, such as the bond coupon, will 
buy more goods. 

Not the least encouraging of the 
signs now pointing to a recovery in 
business is the improvement in bonds. 
Strangely enough the 1930 gains do not 
take the form of bulging quotations. 
To many, therefore, it is not obvious 
how greatly the market in these descrip- 
tions has gone ahead. 

Various commentators still talk of 
the good bond market that is to come. 
They overlook the evidence of its pres- 
ence right now. Reporting member 


banks continue to expand their invest- 
ment holdings. The total of these bond 
purchases since early March is $700,- 
000,000. This total upturn offsets the 
shrinkages in the bank portfolios suf- 
fered in the 1928-1929 liquidating 
markets. 


THE BOND MARKET 


Measured by stock market standards 
the performance in bonds arouses no 
enthusiasm. For the success of the 
bond market is measured by the huge 
emissions that have been taken by in- 
vestors without driving prices down 
rather than in bulging quotations. New 
capital emissions for 1930 to date ag- 
gregate $4,282,000,000 as _ against 
$3,866,000,000 in the corresponding 
period a year ago, but the emphasis 
has been switched from stocks to bonds. 
Let us look at the component groups 
that make up these two totals. Bond 
emissions for 1930 to date aggregate 
$3,818,000,000 as against $2,196,000, 
000 a year ago, whereas stock flota- 
tions total but $464,000,000 as against 
$1,680,000,000 a year ago. Notwith- 
standing sizeable recent emissions bonds 
command a widening market. 

The banks do not look on the recent 
exodus of gold to France as a threat 
here since they rightly know that the 
reserve must for some time yet exert 
its efforts on the side of money ease. 

July, 1930, will go down in history 
as the bottom in business for the cur- 
rent depression, if the best guesses of 
our economists prove correct, but July 
likewise happens to be the month that 
most often in times past marked the 
low point preceding revival. 


IS DECISIVE TURN NOW DUE? 


We are now at a time of year when 
the decisive turn came in the last two 
important depressions. These were 1921 
and 1924. The depression of 1921 was 
a “U™ shaped affair, and 1924 was 
“V™ shaped, but July in each instance 
marked rock bottom. The current re- 
cession so far most resembles 1921 in 
shape and 1924 in severity. 

Good reason can be given why July 
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often is the low month in a business 
depression, and why June ranks next 
in popularity as the turning point. 
August and September are conspicu- 
ously absent from the list of months 
marking depression bottoms. Late sum- 
mer instead has been the usual time for 
revival. With the seasonal forces back 


of this trend we are all familiar. 
Nobody will mistake historical prec- 
edent as an invariable guide to the 
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present. But the weight of evidence 
suggests that bottom in the current 
business depression will be reflected in 
the July figures. August and Septem- 
ber will not run true to form unless 
they usher in an upturn. The fact 
that industry already has been de- 
pressed for a full year gives these 
months additional opportunity to press 
their seasonal advantages over early 
summer. 
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The Scientific Organization of a 
Secondary Reserve 


By Dr. PauL M. ATKINS 


Engineer-Economist of Ames, Emerich & Co., Inc. 


banks is a relatively recent de- 

velopment, and it is not surpris- 
ing, therefore, that a definite technique 
has not as yet grown up to guide the 
bank officers to whom the organization 
of a secondary reserve has been as- 
signed. If secondary reserves are to 
be of the utility to banks of which they 
are capable, it is necessary for a sound 
and constructive procedure to be de- 
veloped. 


Te use of secondary reserves by 


HOW SECONDARY RESERVES FIRST 
DEVELOPED 


If the history of secondary reserve 
accounts is studied, it will be found 
that in most cases where they exist, 
they, like Topsy, “just grew.” Funds 
not needed for local loans and discounts 
became available at certain times and 
were invested in commercial paper or 
bonds, or some other asset of the same 
general type as these. These assets 
were found to be convenient means of 
obtaining funds later, when the increas- 
ing local demand for credit made it 
necessary to add to the primary re- 
serve of the bank, and in this way the 
first secondary reserves came into ex- 
istence. The principal attention of the 
banker when buying these “secondary 
reserve assets” was not focused on the 
organization of a secondary reserve, 
but rather on the selection of assets 
which were safe and which could be 
sold or disposed of in some other way 
at his own discretion. His eye was on 
the credit position of these assets, and 
he was interested in whether they would 
pass the inspection of the bank ex- 
aminer rather than on their adapta- 
bility to meet the needs of a secondary 
teserve. Hence the approach to the 
Organization of a secondary reserve has 


in most cases been from the stand- 
point of an analysis of the assets which 
it is proposed to include therein, and 
particularly from that of their credit 
position, overlooking the fact that there 
were several important steps to be taken. 
before this one. 

In so far as the problem of the 
management of a secondary reserve is 
concerned, experience shows that the 
assets, once assembled for this purpose, 
were seldom controlled. This is one of 
the major reasons why secondary, re- 
serves have not been more successful in 
the past. It represents no bar, how- 
ever, to their utility in the future. 


THE SCIENTIFIC APPROACH TO 
SECONDARY RESERVES 


In order to have a secondary reserve 
that is safe and serviceable it is neces- 
sary, first to organize it on a scientific 
basis, and second, to manage it in a 


scientific manner. This bald statement 
may appear to be high-brow and theo- 
retical; as a matter of fact, it is in- 
tensely practical. Let us consider 
briefly its significance. 

Before undertaking any task, it is 
necessary to have at least a general 
idea of the objective, and it helps 
greatly if that general idea can’ be 
made, at least in some degree, specific. 
In this case, the “general idea” is a 
comprehension of the many varied 
reasons why a secondary reserve is 
useful and even necessary to a bank.* 
The “specific idea” is an understanding 
of those reasons which apply particu- 
larly in the case of the bank in ques- 
tion. 


* A detailed discussion of this subject is 
found in Chapter I of my book, “Bank 
Secondary Reserve and Investment Policies,” 
published by the Bankers Publishing Com- 
pany. 
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At this point it is necessary to begin 
a scientific approach to the problem. 
This approach consists of nothing more 
nor less than analyzing the various 
factors which determine the require- 
ments which a secondary reserve is 
going to be called upon to meet. Sub- 
stantially the same factors exist to be 
analyzed, whether the bank is one of 
the billion dollar institutions of New 
York, or a little bank in a county 
town of Maine or Iowa or Florida, or 
any other part of the country. The 
same factors are there to be analyzed 
in each case; the facts found by the 
several analyses will be vastly different. 
The general technique to be followed 
in making this analysis will be the 
same in each case; the detail to which 
the analysis should be carried will 
vary greatly. Information which it 
would be almost indispensable to have 
in the case of a large city bank would 
involve foolish expense in its collection 
in the case of a small country bank. 


THE ANALYSIS OF SECONDARY RESERVE 
REQUIREMENTS 


This is not the time nor occasion to 
discuss the various factors which should 
be included in this analysis. It may be 
helpful to the reader, however, to 
indicate what some of the more im- 
portant ones are. In the first place, 
there is the ebb and flow of funds 
through the bank as represented by 
the changing volume of deposits of 
various kinds; there are local loans 
and discounts, bonds, both United 
States Government and general list, call 
loans, bankers’ acceptances, commercial 
paper, as well .as borrowings from 
Federal Reserve Banks or correspon- 
dent banks, or both, etc. In the second 
place, the distribution of the size of 
the deposit accounts, both time and 
demand, is an important factor. In 
the third place, a very simple fact— 
whether the bank in question belongs 
to the group of central reserve city, 
reserve city or country banks, should 
be ascertained. An official classifica- 
tion is given to all banks according to 
their location by the Federal Reserve 
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Board. This has legal significance, of 
course, only for the member banks. 
From the standpoint of secondary re- 
serve accounts, it is desirable to shift 
certain cities from the “country bank” 
to the “reserve city bank” class. This 
point should be determined in this 
phase of the analysis. 

From an analysis of these and other 
related factors, it is possible to deter- 
mine the probable maximum require- 
ments for funds for the primary reserve 
of the bank, when those maximum 
points are likely to come, the minimum 
requirements and when they occur, the 
elapsed time between the maximum 
and minimum points and the extent of 
the fluctuation; the form which the 
assets of the bank have taken in the 
past and the degree to which they have 
been suited to the liability require- 
ments; the extent to which it has been 
necessary to borrow and the periods 
when this has taken place; the poten- 
tial fluctuations due to a concentration 
in the deposits, and the position which 


the bank holds in the banking world, 
etc. 

When information like this has been 
obtained covering a number of years, 


it is then possible to evaluate the 
secondary reserve requirements of the 
bank intelligently. Without data of 
this kind, the attempt to form an 
opinion about the needs of a bank is 
simply guesswork. With all the in- 
formation which can possibly be gained, 
the evaluation of the requirements is 
only an approximation; it can never be 
exact. A reasonably close approxima- 
tion based on facts is far better than a 
guess. Moreover, the banker who is 
analyzing these factors regularly, espe- 
cially if he keeps an up-to-date chart 
of the ebb and flow of funds through 
his bank, will be forewarned of de- 
viations in the actual situation from 
that forecast in time to take any needed 
action. In brief, the banker who 
analyzes the position of his bank in 
this manner has in his possession the 
material upon which to base a sound 
judgment. The scientific method of 
solving a problem is exactly this: secur’ 
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ing sufficient, accurate information upon 
which to formulate a correct plan, and 
then organize a course of action based 
on this information, and not on hear- 
say or tradition. 


AN ANALYSIS OF POTENTIAL SECONDARY 
RESERVE ASSETS 


The second phase in a scientific ap- 
proach to the solution of the problem 
of a bank secondary reserve is to 
analyze the potential assets which the 
bank owns at the time when that re- 
serve is organized. The first step is 
to ascertain the amount of the call 
loans, bankers’ acceptances, commercial 
paper, United States Government 
securities, general list bonds of various 
kinds, and any other assets which the 
bank may possess which the banker may 
consider as suitable for this reserve. 
The next step is to analyze these re- 
sources and ascertain which of them 
measure up to the standards set for 
secondary reserve assets. The fact that 
some of them do not meet these stand- 
ards is no sign that they are unsound 
or undesirable, or that there is no 
place for them in the portfolio of the 
bank. It frequently happens, for ex- 
ample, that a bond which is eminently 
suited for a secondary reserve account 
is disqualified for inclusion in this ac- 
count merely because its maturity is too 
far distant. This fact, of course, does 
not disqualify it for the investment 
account of a bank. 

The various points to be covered in 
the analysis of these assets themselves 
include: 

1. Safety of principal. 

. Liquidity. 
3. Yield. 
. Maturity. 
. Diversification (according to vari- 


ous factors). 


_ Safety, of principal is, of course, the 


first consideration. No assets should 
receive a moment’s thought which do 
not measure up to the minimum stand- 
ard in this respect. Liquidity is also 
a prime essential, for the major object 
of a secondary reserve is to supply 
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funds quickly when they are needed. 
While the yield is only a third con- 
sideration when compared with safety 
and liquidity, nevertheless, it is im- 
portant for the bank to give heed to 
its earning power. One of the im- 
portant factors which affect both 
liquidity and yield is the maturity of 
the security in question. It is essential, 
therefore, to know the maturity of the 
securities before it is possible to make a 
sound selection for a secondary re- 
serve. Finally, a broad diversification, 
especially in the case of bonds, is neces- 
sary in order to provide for both credit 
and market stability. An analysis of 
the entire group of potential assets 
must be completed before any attempt 
is made to analyze the several securities 
themselves in detail. The major break- 
down of the entire list is an essential 
preliminary to a study of the elements 
of which it is composed. 


THE ORGANIZATION OF A SECONDARY 
RESERVE 


When the analysis of the factors 
which determine the requirements of a 
secondary reserve have been completed, 
it is then possible to give these several 
factors their respective weights and 
work out a program for the secondary 
reserve. The size of the account can 
be computed, the degree of liquidity 
which it should possess can be evalu- 
ated, the selection of the several groups 
of assets of which it is to be composed 
can be made, and thus the standard for 
the secondary reserve of the particular 
bank in question be set up. 

When the standard has been estab- 
lished it is then possible to compare 
the results of the analysis of the poten- 
tial secondary reserve assets with it, and 
see to what extent they meet the re- 
quirements and in what respects gaps 
have been left. It will ordinarily be 
found that there is an excess of assets 
of certain kinds and a lack of others. 
When these facts have been ascertained, 
then the banker is in a position to 
make a sound decision as to the steps 
to be taken to dispose of certain assets 
and procure others in order to put his 
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secondary reserve in a sound, liquid and 
stable condition. 


CONCLUSION 


There is nothing mysterious or 
occult about the scientific organization 
of a bank secondary reserve. It is 
simply the application of the scientific 
method which is now being used so 
frequently in business by progressive 
companies to the problem presented by 
a secondary reserve. It consists of an 
analysis of the various facts which 
have a bearing on the case, and the 
making of decisions based on_ these 
facts. 

All this may appear to the reader as 
technical and theoretical. He may rest 
assured, however, that it is in any event 
thoroughly practical, for it is the 
method which has been empoyed in 
establishing the secondary reserves of 
scores of banks—secondary reserves 


which proved to be highly satisfactory 
over a period of time. 


WOULD MAKE INSTALMENT 
PAPER ELIGIBLE FOR 
REDISCOUNT 


THE recent action of the Bank of England, 
in assisting finance companies to extend in- 
stalment credit on a wider scale, has given 
momentum to the fight being waged by the 
National Association of Finance Companies 
to induce our Federal Reserve Board to make 
finance company paper eligible for rediscount, 
according to a statement recently made by 
C. C. Hanch, general manager. 

Legislative action is not necessary to make 
finance company paper eligible, Mr. Hanch 
pointed out, since an edict of the Federal 
Reserve Board will accomplish that end. 
The fight is being made by the finance com- 
panies on the basis that such action by the 
board would do more than any one thing 
to vitalize trade and inspire confidence at 
this time. 

“Those who object that it is not the prac- 
tice of the Reserve system to finance beyond 
the point of consumption, overlook the fact 
that the period of consumption of an au- 
tomobile runs for months and years after its 


THE BANKERS MAGAZINE 


sale,” said Mr. Hanch. “The point of con- 
sumption is not the day an automobile is 
sold. This applies also to radios, electric 
refrigerators, oil burners, washing machines, 
and to practically all other goods sold on 
the instalment plan. 

“We do not propose that actual instal- 
ment paper be made eligible for rediscount. 
Some of it already is and some is not. We 
are fighting for the eligibility of the paper 
of the finance companies, based on retail in- 
stalment paper. This paper is completely 
self-liquidating, which ought to be the su- 
preme test of its eligibility. 

“Conferring eligibility on finance company 
paper would increase the supply of eligible 
paper by an amount somewhere between one 
and two billions. There is constant conten- 
tion that the danger in our present financial 
structure is a possible lack of eligible paper 
to support the expansion of currency in a 
needed crisis. Finance company paper made 
eligible would step into the breech advan- 
tageously and decrease what danger does 
exist. At present even that finance company 
paper which is based on instalment paper 
itself eligible, is not accepted for rediscount 
under the Federal Reserve System.” 


FRED R. KERMAN OFFICER OF 
TRANSAMERICA 


FreD R. KERMAN, vice-president in charge 
of advertising for the Bank of Italy, has 
been elected vice-president of Transamerica 
Corporation, which is the holding corpora- 
tion of the Bank of Italy and affiliated 
financial institutions. 

Mr. Kerman, one of the outstanding 
figures in bank advertising, will act as 
counsellor and assistant to President L. M. 
Giannini of Transamerica. His long asso- 
ciation with A. P. Giannini has given him 
an intimate knowledge of the giant holding 
corporation, which is the recognized ex- 
ponent of branch banking in the United 
States. 

Mr. Kerman recently spent several months 
in New York City, where he advised with 
Elisha Walker, chairman of the board of 
Transamerica in the organization of the 
New York offices. Upon his recommenda’ 
tion, Ralph Hayes, assistant to Ralph 
Pulitzer of the New York World, was 
elected a vice-president of Transamerica 
Corporation and placed in charge of its 
publicity. 

Mr. Kerman will remain a vice-president 
of the Bank of Italy and will serve on 
various committees of the bank. 
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BANK LIABLE IN REFUSING TO 
HONOR CHECKS 


Few v. First National Bank, Court of 
Appeals of Georgia, 151 S. E. 
Rep. 546 


BANK may be held liable for 

A22#* where it mistakenly re- 

fuses to pay a check drawn 
against sufficient funds. 

A bank is not, however, required 
to pay a check drawn against un- 
collected items. But, a bank may re- 
ceive a draft on deposit in such 
circumstances and it will be deemed 
to have agreed to honor checks pre- 
sented against the deposit before the 
collection of the draft. 

In this case the plaintiff, on being 
informed by the defendant bank that 
it held certain checks drawn by him 
against his deposit, which were not 
being paid because of the insufficiency 
of the deposit, drew a draft on another 
person and placed it to the credit of 
his account. The amount of the draft 
increased the deposit to an amount 
sufficient to meet all of the checks. 
The bank accepted the draft without 
objection or comment and _ actually 
paid some of the checks which it had 
been holding. It was held that the 
bank was liable for damages for refus- 
ing to honor one of the checks. 


Action by M. C. Few against the 
First National Bank of Madison. Judg- 
ment for defendant, and plaintiff brings 
error. Reversed. 

M. C. Few, of Madison, for plaintiff 
in error. 

E. R. Lambert and Q. L. Williford, 
hoth of Madison, for defendant in 


er OF. 


SYLLABUS OPINION BY THE COURT 


BELL, J.—1. Where a check properly 
indorsed is presented for payment to 
the bank on which it is drawn, and the 
drawer has at the time sufficient funds 
on deposit with the bank to meet the 
check and has given no _ instructions 
to the contrary, a refusal by the bank 
to pay the check will constitute an 
actionable wrong against the drawer 
for which the drawer may recover 
damages. ‘Atlanta National Bank v. 
Davis, 96 Ga. 334 (1, 2), 23 S. E. 
190, 51 Am. St. Rep. 139; Hilton v. 
Jesup Banking Co., 128 Ga. 30, 57 
S. E. 78, 11 L. R. A. (N. S.) 224, 
10 Ann. Cas. 987; Stevens v. Little- 
Cleckler Construction Co., 18 Ga. 
App. 483, 486, 89 S. E. 597. 

2. “The rule that the title to money 
placed in a bank on general deposit 
passes immediately to the bank, and 
the relation of debtor and creditor is 
thereby created between the bank and 
the depositor, and the credit of the 
banker is substituted for the money, 
applies also to checks or drafts, where 
they are received on deposit to be 
treated as cash, and this is the inten- 
tion of both parties.” First National 
Bank v. McMillan, 15 Ga. App. 319 
(1), 83 S. E. 149. 

3. Where a customer goes to the 
office of a bank and inquires as to 
the status of his account, and is in- 
formed by the assistant cashier, who 
is in charge of the business of re- 
ceiving deposits and paying checks, 
that certain specified checks had been 
presented for payment and were then 
in the possession of the bank for that 
purpose in an amount in excess of the 
customer’s balance, and the customer 
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upon receiving this information inquires 
further as to the amount necessary to 
cover the deficiency, and, receiving in- 
formation also as to this matter, draws 
a draft upon a third person residing 
elsewhere, and enters a memorandum 
of the amount thereof as a credit item 
on the usual deposit ticket, which with 
his then existing balance is sufficient 
to cover the checks named, and such 
draft and deposit ticket are physically 
received by the bank through its assis- 
tant cashier without objection § or 
comment, and the bank thereafter actu- 
ally pays some checks against the de- 
posit thus indicated, these circumstances 
will authorize the inference that it was 
the intention of the parties that, for 
the purpose of paying the checks 
specifically mentioned, the customer 
was to be treated as having added to 
his general deposit the amount of such 
draft, and that the resulting balance 
would be subject to the payment of 
such checks; and this is true although 
the deposit ticket contains a recital 


indicating that such draft would be 
accepted by the bank as agent for the 
customer and for collection only, the 


facts warranting the inference that 
the bank had advanced to the customer 
the amount of the draft upon the faith 
of its ultimate collection. Fourth Na- 
tional Bank v. Mayer, 89 Ga. 108 (3), 
14 S. E. 891; Bailie v. Augusta Sav- 
ings Bank, 95 Ga. 277 (1), 21 S. E. 
717, 51 Am. St. Rep. 74; National 
Bank of Webb City v. Everett. 136 
Ga. 372, 71 S. E. 660; Alexander, 
Smith & Co. v. First National Bank, 
140 Ga. 266 (2), 78 S. E. 1071; 
Spooner v. Bank of Donalsonville, 144 
Ga. 745 (2), 87 S. E. 1062. 

4. Where the bank refused to pay 
one of the checks specifically men- 
tioned, when the customer’s account is 
in the condition stated above, such re- 
fusal is wrongful, and the customer 
may recover damages therefor. In 
such a case the fact that the bank may 
have had the right to debit the cus 
tomer’s account with the amount of 
the draft in case of its nonpayment 
would not affect the right of the cus- 
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tomer to check against the deposit 
represented thereby before the making 
of any such debit or charge. It ap- 
pears, however, in the present case, 
that the draft was actually paid in 
due course. 2 Morse on Banks @ 
Banking (6th Ed.) pp. 1225-1228. 

5. The statement of the assistant 
cashier, in response to such inquiry 
by the customer, to the effect that 
described checks had been presented 
for payment, without the mention of 
others if made as claimed, amounted 
to an admission by the bank that no 
other checks had been presented for 
payment at that time, and, in a suit 
by the customer against the bank for 
the wrongful refusal to pay one of 
the checks specified, testimony of the 
assistant cashier that other checks had 
been presented would not conclusively 
rebut the inference to be drawn from 
such admission, where his testimony 
was contradicted by the testimony of 
the customer as to other relevant and 
material matters. Chero-Cola Co. v. 
Southern Express Co., 29 Ga. App. 
656 (3), 116 S. E. 325; Haas & 
Howell v. Godby, 33 Ga. App. 218 
(1 c), 223, 125 S. E. 897. 

6. Where a customer deposits money 
with instruction to pay specified 
checks or obligations, it is the duty of 
the bank to apply the deposit to such 
purpose as far as it will go, and such 
an instruction, given at the time of 
making and accepting such deposit, 
may include a previously existing bal- 
ance, where up to that time other 
checks have not been presented for 
payment out of such balance. Southern 
Exchange Bank v. Pope, 152 Ga. 162 
(2), 165, 108 S. E. 551; Morse on 
Banks & Banking vol. 2 (6th Ed.) 
p. 991; vol. 1, p. 536. 

7. The fact that during the course 
of a day’s business checks of the cus 
tomer have been presented in such an 
amount as would more than exhaust 
his deposit will not excuse the failure 
to pay a particular check, if the deposit 
was sufficient to pay it at the time of 
its presentation. The bank is not re- 
lieved because it may have applied the 
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fund to the payment of other checks, 
presented at a later hour. 2 Morse on 
Banks & Banking, p. 991. 

8. Under conflicting evidence as to 
the material issues in the case, the jury 
could have found that the defendant 
bank had wrongfully refused to pay 
the customer’s check, as alleged in the 
petition, and it was therefore error to 
direct a verdict in favor of the de- 
fendant. 

Judgment reversed. 


HOLDER OF CASHIER’S CHECK 
NOT A PREFERRED 
CREDITOR 


Charleroi Supply Co. v. Kelly, United 
States District Court (W. D. 
Pennsylvania), 40 Fed. 

Rep. (2d) 297 


The holder of a cashier’s check, 
which is refused upon presentment to 
the issuing bank because of the bank’s 
failure, is not entitled to a preference 
in payment over other creditors of the 
bank. 

In this case it appeared that a 
corporation which was indebted to the 
plaintiff company deposited in the de- 
fendant bank checks and _ currency 
amounting to $718.20 and took a 
cashier’s check for $717.92 payable to 
the order of the plaintiff company. 
The debtor company delivered this 
check to the plaintiff in payment of 
its debt. When the check was pre- 
sented for payment it .was dishonored 
because of the bank’s failure on the 
same day. The proceeds of the checks 
deposited by the debtor were also re- 
ceived by the bank on that day. Under 
these circumstances it was held that the 
plaintiff was not entitled to a prefer- 
ence in payment. It stood in the 
same position as the holder of a certif- 
icate of deposit or a certified check. 

It was pointed out that, if’ the action 
had been brought by the debtor cor- 
poration, it would have been entitled 
to a preference for the reason that 
the bank was insolvent at the time 
when the deposit was made and that 
such insolvency was known to two 
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of the bank’s vice-presidents. The 
plaintiff company, however, did not 
deal with the bank. It merely re- 
ceived in payment of a debt a cashier's 
check issued by the bank. The rela- 
tion between it and the bank was 
merely that of debtor and creditor. 


At Law. Action by Charleroi 
Supply Company against J. Howard 
Kelly, receiver of the Fayette City 
National Bank. 

Judgment for defendant. 

David M. McCloskey, of Charleroi, 
Pa., and S. W. McGinness, of Pitts- 
burgh, Pa., for plaintiff. 

Reed, Smith, Shaw & McClay and 
George D. Wick, all of Pittsburgh, 
Pa., for defendant. 


OPINION OF THE COURT 


THOMSON, D. J.—The Fayette 
Construction Company, being indebted 
to the Charleroi Supply Company, 
Mr. Keener, the treasurer of the con- 
struction company, went to the Fayette 
City National Bank with a deposit, 
consisting of four checks drawn on 
other banks, and $21 in currency, or 
a total of $718.20. Contemporaneously 
with the making of this deposit by 
Keener, he asked for a certified check, 
but was given, instead, a cashier's 
check, dated June 30, 1927, for 
$717.92, being drawn to the order of 
Charleroi Supply Company. 

The Fayette Construction Company 
delivered the cashier’s check to the 
Charleroi Supply Company, in pay- 
ment of their debt, and the latter sent 
the check through banking channels, 
and it arrived at the Fayette City 
National Bank on July 6, 1927, and 
was thereupon protested and not paid 
because the Fayette Bank was out of 
funds, closing its doors on the evening 
of that day. The Charleroi Supply 
Company thereupon brought suit on 
the said cashier's check, claiming a 
preference, assigning as its reason 
therefor that on the day the deposit 
was made by the Fayette Construction 
Company the Fayette Bank was in- 
solvent, and known to be such by the 
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bank, and that the deposit increased the 
assets in the hands of the receiver when 
the bank was taken over at the close 
of business July 6, 1927. 

The insolvency of the bank at the 
time the deposit was made, is con- 
ceded, such insolvency being known 
only to two officers of the bank, both 
of whom were vice-presidents; it being 
further conceded that the said officers, 
by their fraud, caused the insolvency 
of the bank. 

The plaintiff is not the depositor 
who made the deposit, but simply the 
holder of a cashier’s check, and the 
question involved here is, What rela- 
tionship exists between the holder of 
the cashier’s check and the bank upon 
which such check is drawn? 

The position of the plaintiff is that 
Keener went to the Fayette Bank for 
the purpose of transmitting the funds 
included in his deposit to the plaintiff 
at Charleroi, for a particular purpose, 
namely, to pay his debt to the plain- 
tiff, and it claims that the bank under- 
took to collect the outside checks in- 
cluded in the deposit and to transmit 
the entire amount to Charleroi. That 
in this manner the bank elected to and 
did accept the deposit, including the 
collections, and did attempt to transmit 
the funds by a draft or cashier's check. 

It transpires that the proceeds of 
the outside checks were received by the 
bank on July 6, 1927, the day the 
bank closed. These items, it appears 
by the evidence, were credited by the 
Reserve Bank on July 5, 1927. 

It is claimed by the plaintiff that 
the transaction between Keener, on 
one hand, and the officers of the bank 
who took charge of the transaction, 
comprise but one and the same single 
act, namely, the purchase of the draft 
or cashier's check with the proceeds 
of the deposit. 

It is a general rule of law that a 
cashier's check is merely an evidence 
of debt on the part of the bank, and 
the holder is not entitled to a pre- 
ferred claim upon the bank’s becoming 
insolvent before it is cashed. Clark v. 
Chicago Title & Trust Company, 186 
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Ill. 440, 57 N. E. 1061, 1062, 53 
L. R. A. 232, 78 Am. St. Rep. 294. 

There the finding of the master was 
that the holder of the check was not 
entitled to a preference, that the check 
was a mere evidence of indebtedness of 
no higher character than the check of 
any other person having a sufficient 
deposit in the bank to meet the amount 
of the check. This finding was ap- 
proved by the court in this language: 
“The check was not drawn by a de- 
positor against a deposit, but was 
simply an acknowledgment of an in- 
debtedness on the part of the bank to 
the payee of the order. As between 
the bank and appellant, it was, in legal 
effect, the same as a certificate of de- 
posit or a certified check.” 

If the Fayette Construction Company 
were the plaintiff here, the case would 
not appear to be difficult. This, be- 
cause of the establishment of three 
important facts: First, the insolvency 
of the bank at the time the funds 
were received; second, the knowledge 
of such insolvency by the two vice- 
presidents of the bank whose fraud 
caused the insolvency, and whose 
knowledge, therefore, became the 
knowledge of the bank; and, third, the 
bank’s estate was increased by the 
funds so received, and the withdrawals 
from the mixed fund did not at any 
time reduce the balance to a sum less 
than the trust fund deposited. 

In St. Louis Railway Company v. 
Johnston, 133 U. S. 566, at page 576, 
10 S. Ct. 390, 393, 33 L. Ed. 683, 
Chief Justice Fuller, said: “This bank 
was hopelessly insolvent when the de- 
posit was made,—made so, apparently, 
by the operations of a firm of which 
the president of the bank was a mem- 
ber. The knowledge of the president 
was the knowledge of the bank. Martin 
v. Webb, 110 U. S. 7, 3 S. Ct. 428, 
28 L. Ed. 49; Manhattan Bank v. 
Walker, 130 U. S. 267, 9 S. Ct. 519, 
32 L. Ed. 959; Craigie v. Hadley, 99 
N. Y. 131, 1 N. E. 537, 52 Am. Rep. 
9. In the latter case, it was held that 
the acceptance of a deposit by a bank 
irretrievably insolvent constituted such 
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a fraud as entitled the depositor to 
reclaim his drafts, or their proceeds. 
_.. It is believed that no case can be 
found in the books holding that a 
trader who was hopelessly insolvent, 
knew that he could not pay his debts, 
and that he must fail in business, and 
thus disappoint his creditors, could 
honestly take advantage of a credit 
induced by his apparent prosperity, 
and thus obtain property which he had 
every reason to believe he could never 
pay for. . . . In the case of bankers, 
where greater confidence is asked and 
reposed, and where dishonest dealings 
may cause widespread disaster, a more 
rigid responsibility for good faith and 
honest dealing will be enforced than 
in the case of merchants and other 
traders; . . . a banker who is, to his 
own knowledge, hopelessly insolvent, 
cannot honestly continue his business, 
and receive the money of his customers; 
and, although having no actual intent 
to cheat and defraud a particular cus- 
tomer, he will be held to have intended 
the inevitable consequences of his act, 
i. e., to cheat and defraud all persons 
whose money he receives and whom he 
fails to pay before he is compelled to 
stop business.” 

To the same effect is Richardson v. 
Olivier (C. C. A.) 105 F. 277, 53 
L. R. A. 113; Cameron v. Carnegie 
Trust Company, 292 Pa. 114, 140 A. 
768; Richardson v. New Orleans 
Company (C. C. A.) 102 F. 780, 52 
L. R. A. 67; Monticello Hardware 
Company v. Weston (C. C. A.) 28 
F. (2d) 672, 673 and other cases. 

But the plaintiff here did not deal 
with the bank. They simply received, 
in payment of their debt, the cashier's 
check. It would therefore appear that 
the plaintiff and the bank stood only 
in a relation of debtor and creditor 
and that the preference, which would 
have been given to the Fayette Con- 
struction Company, cannot be claimed 
by — Supply Company, the 
plaintiff. 

The defendant, under the circum- 
tances of the case, is therefore entitled 
to judgment. 


BANK LIABLE IN PAYING CON- 
DITIONAL CHECK 


Irving Trust Co. v. Leff, Court of 
Appeals of New York, 171 
N. E. Rep. 569 


Where a check, containing a state- 
ment that it is “void unless and until” 
title to certain premises is taken by the 
payee, is stolen from the drawer by 
the payee and paid by the drawee 
bank, the bank will be liable to the 
drawer for the amount. 

Such a check is nonnegotiable and 
the rule that, when a negotiable instru- 
ment is in the hands of a holder in 
due course, a valid delivery will be 
conclusively presumed, does not apply. 
If this check had been negotiable the 
bank would not have been liable. 

Note. This reverses the decision of 
the Appellate Division of the New 
York Supreme Court, which was pub- 
lished in the April issue of the Bankers 
Magazine at page 527. 


Appeal from Supreme Court, Ap- 
pellate Division, First Department. 

Action by the Irving Trust Com- 
pany against Joseph Leff. From a 
judgment of the Appellate Division, 
First Department (227 App. Div. 283, 
237 N. Y. S. 577), reversing a judg- 
ment of the Special Term, denying 
motion for summary judgment on the 
pleadings, and granting motion, de- 
fendant appeals. 

Judgment of the Appellate Division 
reversed, and motion for summary 
judgment for plaintiff granted, and 
order of Special Term affirmed in part. 

A. §S. Cutler, of New York City, 
for appellant. 

William A. Onderdonk and Paul 
E. Mead, both of New York City, for 
respondent. 

OPINION OF THE COURT 

POUND, J.—The Appellate Divi- 
sion, reversing the Special Term, 
granted plaintiff's motion to strike out 
the counterclaim set up in the answer 
and for summary judgment on the 
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pleadings. The only question pre- 
sented on this appeal is as to the 
suficiency in law of the defendant’s 
counterclaim. 

The complaint states a cause of ac- 
tion for a balance of $4933, with 
interest thereon from March 18, 1929, 
due on a promissory note made by 
defendant for $10,000 payable to him- 
self and indorsed to plaintiff. 

The answer denies that no part of 
the note has been paid except $5067, 
but it appears that the amount due 
on the note is correctly set forth in 
the complaint. It further alleges by 
way of counterclaim that at all the 
times thereinafter mentioned defendant 
was a depositor in the plaintiff's bank 
and had a checking account with it; 
that on or about March 10, 1928, the 
defendant delivered to one Bragin a 
so-called check in the sum of $1000, 
drawn on plaintiff, and having on its 
face the following words: “Void unless 
and until title to premises 502-14 
Liberty Street, Camden, New Jersey, is 


taken by Joe Leff” (the defendant); 


that on or about March 16, 1928, 
Bragin surrendered this check to de- 
fendant’s attorney, and received in 
exchange therefor defendant’s uncondi- 
tional check for $1000, drawn on 
plaintiff's bank which check was paid 
to Bragin by plaintiff; that Bragin stole 
the surrendered conditional check from 
the possession of defendant's attorney, 
and the plaintiff thereafter cashed the 
same without making any inquiry of 
the defendant as to whether the condi- 
tions on the face of the check had 
been met, wherefore defendant de- 
mands judgment for $1000 against 
plaintiff. The counterclaim arises out 
of an alleged breach of contract be- 
tween the bank and its depositor to 
pay on the depositor’s account only 
upon the actual direction of the de- 
positor. “The relation existing be- 
tween a bank and a depositor being 
that of debtor and creditor, the bank 
can justify a payment on the deposi- 
tors account only upon the actual 
direction of the depositor.” Critten v. 
Chemical Nat. Bank, 171 N. Y. 219, 
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224, 63 N. E. 969, 970, 57 L. R. A. 
529. 

Affidavits were read in support of 
the motion for summary judgment and 
in opposition thereto. The plaintiff 
bank was not shown to be chargeable 
with actual knowledge of the transac- 
tion between defendant and Bragin. 
The defendant proceeded on the theory 
that the bank should not have paid the 
check to Bragin without inquiring of 
him as to whether title to premises 
502-14 Liberty street had been taken 
by defendant, and that, if such in- 
quiry had been made, although the 
bank would have learned that title 
had been taken, it would also have 
learned that the check had been sur- 
rendered by Bragin to defendant, and 
was no longer a valid obligation of the 
defendant. 

A check, strictly speaking, is a 
negotiable instrument, i. e., a bill of 
exchange drawn on a bank payable 
on demand (Negotiable Instruments 
Law [Consol. Laws, c. 38} § 321), and 
it is a mishomer to speak of a non- 
negotiable check. This order on the 
bank was a nonnegotiable instrument, 
which we will for convenience continue 
to refer to as a check. It did not 
“contain an unconditional promise or 
order to pay.” Negotiable Instruments 
Law, § 20, par. 2. The bank, of course, 
took the chance in paying that the 
condition expressed on its face had 
been performed. It might have ob 
tained this knowledge from Bragin or 
from any other available source. No 
duty rests on a bank to call up its 
depositor when a genuine check comes 
in to inquire whether it should be 
paid. The defendant’s signature was 
genuine. The instrument was complete 
in form. The condition precedent to 
payment had been fulfilled. On de- 
fendant’s theory of a breach of duty 
of inquiry as to the fulfillment of this 
condition, he cannot prevail if the 
check was a valid instrument as be- 
tween the maker and the bank. 

On the pleadings, however, the 
further question arises as to whether 
the check when presented to the bank 
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HE Plaza Trust Company is equipped 

to render complete banking service 
and offers every facility consistent with 
sound banking practice. 


CAPITAL $2,000,000 


SURPLUS $1,000,000 


PLAZA TRUST COMPANY 


Fifth Avenue at Gifty Second Street 
New York 


Michael H. Cahill, President 


for payment was a valid instrument as 
between the maker and the bank. Al- 
though this question is not argued, it 
is considered in the opinion of the court 
below which disposed of it under the 
rule applicable to negotiable instru- 
ments. 

To sustain plaintiff's recovery herein, 
the nonnegotiable check must have had 
a valid inception. A check has no 
valid inception until delivery. Cowing 
v. Altman, 71 N. Y. 435, 441, 27 
Am. Rep. 70. Delivery means transfer 
of possession, actual or constructive, 
from one person to another. Negotiable 
Instruments Law, §2. Delivery is 
sometimes presumed, conclusively or 
subject to rebuttal, for the protection 
of negotiable paper. Negotiable Instru- 
ments Law (§ 35) provides: “Where 
the {negotiable} instrument is in the 
hands of a holder in due course, a 
valid delivery thereof by all parties 
prior to him so as to make them liable 
to him is conclusively presumed. And 
where the instrument is no longet in 
the possession of a party whose signa- 
ture appears thereon, a valid and in- 
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tentional delivery by him is presumed 
until the contrary is proved.” 

But this provision is peculiar to nego 
tiable instruments. In the case of 
nonnegotiable instruments, the _ thief 
has no title and can give none. He 
cannot obligate a party or support a 
right. Cf. Sabine v. Paine, 223 N. Y. 
401, 119 N. E. 849, 5 A. L. R. 1444. 
Defendant may establish that, when 
the check was surrendered to him in 
exchange for his unconditional check, 
it ceased to be a legal order to pay 
money, conditional or otherwise; and 
that it was a nullity when it was 
presented to the bank for payment. 

“Act and intention are the essential 
constituents of a delivery which makes 
the instrument operative according to 
its terms.” Grannis v. Stevens, 216 
N. Y. 583, 587, 111 N. E. 263, 265. 
The question is, Did the defendant do 
such an act in reference to the check 
as evidenced the intention to give it 
effect and operation? Had he author: 
ized the bank to pay the check? A 
valid and intentional delivery must 
appear. Possession and production of 
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enjoy the protective background of highly liquid assets, with 
credit factors widely diversified in region and enterprise. Long 
regarded as a national standard for short term investment, they 
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available in convenient maturities and 
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GENERAL Motors 
AACCEPTANCE CORPORATION 


OFFICES IN PRINCIPAL 


Executive Office -- BROADWAY at 37TH STREET ~ New York City 


CITIES 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS 


a nonnegotiable instrument are not 
enough as against the allegation that 
no valid delivery had been made. To 
steal means to take away from one in 
lawful possession without right with 
the intention to keep wrongfully. An 
allegation of theft puts in issue the 
delivery of the check. In cases where 
the law does not protect holders in due 
course, inquiry by the bank of the 
maker is a necessary precaution for 
protection against imposition by a thief. 

The counterclaim states a cause of 
action which is not put in issue by 
the pleadings, and which, in the absence 
of a reply, stands admitted. No 
question of defendant's negligence is 
presented by the record. 

Under the practice permitting a 
partial judgment, the court should 
have granted plaintiff's iudgment for 
$3933, and interest thereon from 
March 18, 1929, being so much of 
plaintiff's claim as defendant's counter- 
claim does not seek to reduce; severed 
the action on the counterclaim from 
the cause of action set forth in the 
complaint; and denied the motion to 


OVER $66,000,000 


Civil 


Practice 


counterclaim. 
§ 476; Civil 


strike out the 
Practice Acct, 
Rules, rule 114. 
The judgment should be reversed, 
with costs in this court and in the 
Appellate Division; the motion for 
summary judgment for plaintiff granted 
for $3933, with interest from March 
18, 1929; the order of Special Term 
so far as it denies the motion to strike 
out counterclaim affirmed, and plaintiff 
given twenty days to serve a reply. 


ALDEN S. BLODGET RETIRES 


THE resignation of Alden S. Blodget, vice- 
president of Guaranty Company of New 
York, io take effect on August first next, 
was received and accepted with regret by 
the executive committee of the company at 
a recent meeting. Mr. Blodget’s retirement 
from his executive position with the Guar- 
anty Company ends a period of over 
twenty years of continuous service in that 
organization. He is leaving to become a 
senior partner in New York of the stock 
exchange firm of Babcock, Rushton & Com- 
pany, of Chicago and New York. Mr. 
Blodget enters upon the duties of his new 
connection on August first at their offices 
in New York. 
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NORTHWEST BANCORPORA- 
TION EARNINGS 


EARNINGS of Northwest Bancorporation 
group for the first half of 1930 exceeded 
full dividend requirement for the entire 
year, according to the financial report made 
at the regular quarterly meeting of the 
board of directors held in Minneapolis 
June 25, 1930. 

Net operating earnings of the group 
since January 1, 1930, exceeded $2 a share 
on 1,657,107 shares of stock outstanding. 
This is in excess of the full year dividend 
requirement of $1.80. 

Payment July 1 of the usual quarterly 
dividend of 45 cents per share to stock- 
holders of record June 20 was authorized 
by the board. 

“The importance of having diversified 
sources of income made possible through 
the development of group banking is re- 
flected in the satisfactory earnings,” E. W. 
Decker, president, said. 

The financial report disclosed a strong 
cash position. Approximately $10,000,000 
or over 10 per cent. of the investments of 
the corporation is in assets other than bank 
stocks. This is in keeping with the policy 
of the corporation adopted a year ago al- 
ways to maintain a substantial amount of 
the assets of the corporation in marketable 
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securities other than bank investments. 

Since the beginning of 1930 twenty-one 
banks have become affiliated in the group 
and in addition the Bancorporation organ’ 
ized the Montana Livestock Loan Company 
for the purpose of financing the livestock 
industry in Montana. 

Broader distribution of Northwest Ban- 
corporation stock through the territory 
served by its affiliated units was shown. 
Since January 1, 1930, the number of 
shareholders increased from 11,469 to 
13,100. 


GUARANTY RESOURCES 
INCREASE 


THE condensed statement of condition of 
the Guaranty Trust Company of New York 
as of June 30, 1930, shows total resources 
of $2,038,458,286.28, as compared with 
$1,749,321,065.54 on March 27, the date of 
the last published statement. Deposits, in- 
cluding outstanding checks, aggregate $1,- 
379,329,839.48, as compared with $1,133,- 
385,430.99 in the statement of March 27. 
Undivided profits are shown as $36,385,- 
493.51, an increase of $3,749,470.01 since 
the first of the year. The total capital, sur- 
plus and undivided profits are $296,385,- 
493.51. 





Can Federal Reserve Raise Prices ? 


Royal Bank of Canada Advocates Immediate Increase in Circula- 
tion as a Check to World-Wide Depression 


of Canada suggests that the 

present easy-money policy of the 
Federal Reserve System is not enough 
to bring about a business revival. It 
suggests that its present efforts be 
supplemented by increased loans to 
member banks; increased purchases of 
bankers’ acceptances in the open mar- 
ket, and the purchase of Government 
securities. We quote from the letter 
as follows: 


Ts July letter of the Royal Bank 


It is clear that the present world-wide 
depression was occasioned by credit strin- 
gency, and it seems a logical deduction that 
the recent easing of rates in the interna- 
tional money markets will produce the nec- 
essary correction in conditions. There is 
no doubt that, in the long run, a cheap and 
plentiful supply of credit will have this 
result. As is well known, the general level 
of rediscount rates of the great central 
banks has been more than cut in half dur- 
ing the last nine months, but the present 
low rates do not indicate as easy money 
conditions as surface appearance seems to 
imply. 

An analysis of the balance sheets of a 
large number of banks in the United States 
indicates that a majority of them are not 
suffering from surplus funds. It is only 
a few of the banks in the largest cities 
that are over-supplied with liquid funds. 
Further evidence that the situation is not 
as easy as seems to be indicated by the 
rediscount rate of 2% per cent. is the fact 
that no great improvement has been regis- 
tered in the value of bonds. Between 
October and June, the volume of credit 
extended by the Federal Reserve banks fell 
from $1,621,000,000 to $937,000,000, and 
the circulation of Federal Reserve notes de- 
clined from $1,920,000,000 to $1,419,000,- 
000. The contraction in the volume of 
the country's total circulation amounted to 
more than 11 per cent. 

While there is no simple mathematical 
connection, it is an interesting fact that 
the decline in circulation has corresponded 
closely to the percentage decline in prices. 
Whatever may be the direct relationship 
between quantity of money and _ pfices, 
there can be no doubt that if the volume 
of circulation were immediately restored to 


the level that existed jin November, the 
decline in prices since that date would be 
quickly counteracted. Since the volume of 
business, now far below par, could not be 
immediately adjusted to so drastic a change, 
the general index number of prices would 
probably rise somewhat above the level 
which then prevailed. Of course, this in- 
crease in circulation cannot be accomplished 
within a short period, because the resulting 
cheapness of money in the United States 
would bring improvement in the value of 
the exchange of other countries and there 
would be an immediate outward movement 
of gold. 

The proposition is stated in the above 
exaggerated form to bring out the all-im- 
portant point, namely, that immediate and 
decisive action on the part of the Federal 
Reserve banks in putting new funds into the 
market in large volume is what is necessary 
to arrest the present serious and protracted 
price decline and to change the present 
psychology of business. Reductions in the 
rediscqunt rates have not had the necessary 
effect and will only do so gradually as the 
downward movement runs its course. 

How can this be accomplished? There 
are only three means by which the Federal 
Reserve banks can increase the supply of 
credit: 


1. Loans to member banks. 

2. Purchase of bankers’ acceptances in 
the open market. 

3. Purchase of Government securities. 


The total volume of credit extended to 
member banks in the form of direct loans 
or rediscounts now amounts to $207,000,- 
000. This is an abnormally low amount; 
in fact it might he accounted for largely 
by extra loans to other banks in those dis- 
tricts where there have been bank failures 
in recent months. Until present serious 
conditions are arrested, no bank will seek 
to increase its loans beyond the point where 
it can supply the funds from its’ own 
resources. The initiative in rediscounting 
rests entirely with the member banks and 
not with the Federal Reserve bank and 
therefore the lowering of the rediscount 
rate affects the situation very little until 
confidence is restored to a point where 
banks feel safe in endeavoring to increase 
their loans. No immediate relief may be 
expected from increased loans to member 
banks. 

The second method for increasing the 
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volume of credit is the purchase of bank- 
ers’ acceptances. Purchases of these bills 
have been made in such volume in relation 
to supply that before the reduction in the re- 
discount rate in June the purchase price was 
¥% per cent. below the rediscount rate. The 
decline in import and export business has 
reduced the supply of acceptances to un- 
usually low levels. The acceptance market 
does not afford any substantial outlet for 
an increased volume of credit. 

The only other means by which the Re- 
serve banks can affect the market would be 
through the purchase of Government securi- 
ties. The latest balance sheet shows that 
they hold $597,000,000 of such securities. 


PURCHASE OF GOVERNMENT SECURITIES 


If the Reserve banks should increase 
these holdings to $1,000,000,000, the mem- 
ber banks would find their credit balances 
with the Reserve System increased by sub- 
stantially a like amount. While a certain 
proportion of this surplus might be used 
to reduce their present loans from the 
Reserve bank, there should be some amount, 
perhaps three hundred and fifty million dol- 
lars, which would be added to the circula- 
tion or for which the banks must find new 
outlets. In its effect on business, surplus 
funds at the credit of the member banks 
have the same influence as a corresponding 
increase in the note issue. 

It should not be supposed that the total 
effect of this operation would be felt in 
the United States. As indicated above, 
gold exports from the United States would 
follow unless other countries adopted simi- 
lar policies, but the central banks of Great 
Britain and France have proceeded further 
with an easier money policy than has the 
Federal Reserve bank, and the adoption by 
the latter of the measures suggested would 
permit European banks to take further 
measures along the same lines, which might 
be expected to prevent effectively any ab- 
normal movement of gold. The present 
depression is world-wide, but anything that 
will substantially reverse the trend in one 
country must tend to have a similar effect 
in all countries. 


INFLATION JUSTIFIED 


To the objection that the proposal repre- 
sents a policy of inflation, we suggest that 
it is justified under present conditions as a 
cure for the drastic deflation which has 
taken place during the last nine months. 
If any intelligent attempt is ever to be 
made to control price levels, there must 
be some objective, and undoubtedly, so far 
as the United States is concerned, it was 
hoped that the index number of the price 


level might be maintained at around 100, 
which represents the average of prices dur- 
ing recent years. However, if any such 
levels are to be restored it is essential that 
it should be done quickly; if delayed, the 
restoration would cause social injustices equal 
to those that have resulted from the recent 
decline, and perpetuate the uncertainties 
which are inseparable from a fluctuating 
level of prices. 


CHICAGO MERGER BECOMES 
EFFECTIVE 


THE consolidation of the businesses of the 
Public State Bank and the Superior State 
Bank with the State Savings Bank and Trust 
Company became effective as of the close of 
business July 22, 1930, as announced by 
Alfred K. Foreman, president of the State 
Savings. The Amalgamated banks will be 
known as the State Savings Bank and Trust 
Company and will occupy the present struc- 
ture of that bank at Roosevelt Road and 
Kedzie Avenue. 

Bernard Horwich, president of the Public 
and Superior banks, will become a director 
of the State Savings Bank and Trust Com- 
pany. Arthur N. Horwich, vice-president 
of the Public State Bank. will also become a 
director. Bernard Jadwin, vice-president and 
cashier of the Public State Bank and cashier 
of the Superior State Bank, is to become 
vice-president and director of the State Sav- 
ings Bank and Trust Company. 

The combined deposits of the two banks 
taken over are in excess of $1,000,000. 


TO MAKE ITALIAN REMIT- 
TANCES WITHOUT 
CHARGE 


Tue Banco di Napoli Trust Company of 
New York has announced in the Italian 
papers that they will transmit money through 
the Banco di Napoli to relatives and friends 
in the stricken areas of Italy. This is being 
done without charge for either cabling or 
handling. 


HEADS IMPERIAL BANK. OF 
CANADA 


Frank Aucustus Ropu of Toronto 
been elected the new president of the 
perial Bank of Canada, succeeding the 
Peleg Howlan. 

Sir James Woods, vice-president, 
quested, in view of his advancing years, 
he be not considered for president. 

Mr. Rolph is president of the Board of 
Trade of Toronto and former president of 
the Canadian Manufacturers’ Association. 





Problems in Bank Credit 


By M. E. RoBERTSON 
Credit Manager National Shawmut Bank of Boston 


THE BANKERS MAGAZINE has secured the services of Mr. Robe.cson to answer 


the inquiries of readers on current problems of the credit manager. 


Questions of 


general interest to credit men and bankers will be answered and only the initials of 


the persons asking the questions will be used. 


In case the question is not one of 


particular interest to bank credit men as a whole or is one which has been answered 


before, a reply will be made by mail. 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 


editor to draw the proper conclusion. 


Inquiries should be addressed to the Editor, 


Bank -Credit Problems, THE BANKERS MAGAZINE, 71-73 Murray Street, New York. 


UESTION: Do you believe inter- 

est accrued on customers’ notes re- 
ceivable should be regarded as a current 
asset? Will you please give reasons for 
your opinion? W. E. B. 


ANSWER: I believe that accrued 
interest on customers’ notes receivable 
should be considered a current asset for 
the reason that the interest should be 
collectable with the face of the note. 
If the note is current the interest, 
— certainly comes in the same 
class. 


QUESTION: The statement of a 
house recently furnished us shows about 
40 per cent. of notes receivable upon 
which the company has extended extra 
time. This house deals in devices which 
it sells to farmers. Do you consider that 
such receivables should be carried as 
a quick or slow asset? C. A. R. 


ANSWER: There are, no doubt, 
those who believe such receivables should 
be regarded as current assets and, no 
doubt, others who believe they should 


be treated as slow. From the stand- 
point of making the most conservative 
analysis possible the latter preference 
would be the best. However, the mere 
fact that they might merely be past 
due would not seem to be a fair basis 
tor regarding them as a slow asset, but 


rather such classification should be 
governed by the length of time they 
are past due and the chances of ulti- 
mate collection. If you are interested, 
however, in setting up your statement 
on the most conservative basis possible, 
I would classify the item as slow and 
make some sort of a foot note as to 
what the current, position would be, if 
carried quick, rather than the reverse 
of this procedure. Without any doubt 
the past due part should be carried on 
the comparison form as a special item. 
A growing tendency in this item at a 
greater proportionate rate than volume 
would be a point of particular interest 
under any circumstances. 


QUESTION: We havea borrower in 
the manufacturing business with a plant 
built on leased land. The lease was 
for one year and he has been there 
twenty years so the lease is cancellable 
at any time, but he can make no new 
arrangement. What consideration should 
be given this feature in extending 
credit? J. E. S. 


ANSWER: First of all the plant 
should be written off entirely, except so 
far as it relates to movable equipment. 
The buildings should comprise no part 
of net worth. Conservatism would de- 
mand still more. It would require the 
establishing of adequate reserve to cover 
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moving expenses should the occasion 
arise. You must give consideration to 
cost of moving and also loss of profits 
during the period required to move. 
Also, can the company obtain, without 
too great difficulty, a location fully as 
favorable to its profitable operation. 
Would it likely build a new plant, or 
probably rent? What extent would 
it draw on working capital should it 
build? It seems to us that those are 
some of the important points to con- 
sider. 


QUESTION: A client of ours pro- 
vided in his will to sell his business to 
his employes after his death. His will 
was made some time before his death 
and due to poor health he was unable 
to follow the business during his clos- 
ing years. The will provided that the 
business should be sold at the end of 
two years to the employes for 50 per 
cent. of its net worth. It is now time 
for the estate to sell to the employees, 
and the present balance sheet is about 
as follows: 


BE etek. Seed $31,500 
Receivables 

Merchandise 

Equipment 


$63,700 


Accounts Payable 
Net Worth 


5,800 
57,900 


$63,700 


The question now arises as to 
whether it was the owners intention to 
sell the business on such a basis, due 
to the fact that his inability to attend 
to it in his later years caused a con- 
siderable accumulation of cash, there 
being $30,100 cash at the time of his 
death. It was far more cash than the 
business needed, much was in savings 
accounts and, of course, there is more 
than enough cash in the business alone 
to enable the employes to buy it from 
that cash alone. It is felt that if we 
could establish in court the amount of 
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capital normally necessary to carry on 
this business that the court would allow 
the heirs to take some of this cash. 
Any comment you may make as to the 
calculation of the normal capital neces- 
sary for the business would be valued. 


J. J.P. 


ANSWER: Your question requires a 
considerable amount of data to formu- 
late a definite answer. First of all 
to get a definite idea as to the amount 
of capital necessary it would be neces- 
sary not only to know the volume of 
business over a period, but also the 
seasonal phase. It would also be neces- 
sary to follow the fluctuation of re: 
ceivables and merchandise over a period. 
Now, of course, the capital required 
might be a subject for debate and dif- 
ference of opinion under any circum- 
stances. One man might intend the 
business to be properly financed when 
there is sufficient capital to take care 
of its maximum requirements with a 
minimum of debt. Another man might 


feel the business had proper capital 
when it had sufficient to take care of 
normal needs only, based on his belief 
that it should borrow for its peak re- 


quirements. In the instance you men- 
tion, it would not seem that the owner's 
original intention was to provide the 
cash, as he apparently has, with which 
the employees might buy the business, 
for rather than selling it to them he is 
really giving it to them under the 
circumstances. On the other hand, as 
you are well aware, better than the 
writer, the interpretation of a will by 
court when the language is conflicting 
is a subject for much debate. If you 
have stated the full terms of sale it 
would seem that it would be impossible 
to prove a different intent than the 
sale for 50 per cent. of net worth. 


QUESTION: I am a manufacturer 
and have several receivables which are 
very doubtful of collection. Two of the 
companies are in bankruptcy. Should 
I charge them off or should I set up a 


reserve for bad debts to cover them? 
E. C. N. 
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During the past few years there has 
been a rapidly growing interest in 
bank secondary reserves and much 
attention is now being given the sub- 
ject at bankers’ conventions and in 
banking periodicals. 


The present volume is the result of a 
persistent demand for authoritative 
information on this problen—a book 
designed to be of practical helpfulness 
to executives charged with investment 
responsibilities. 


The author, Dr. Paul M. Atkins, 
has been making a study of this sub- 
ject for a number of years and this 
volume embodies the results of his 
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interview of some three hundred Basie Factors Underiying Bank Reserves 


different bankers, many of whom con~ Size “and * composition of a Primary 
‘ ~ rve 
tributed data based on their own ex- Size and ors laa of a Second- 
a ary erve 
perience. The Investment Account of a Bank 
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ANSWER: Receivables of such char- 
acter should be written off. A reserve 
is provided to take care of unforseen 
losses which may arise and not for 
known losses. 


MASS MEETING SAVES TARPON 
SPRINGS, FLA., BANK 


| HE First National Bank of Tar- 

pon Springs, Fla., the only bank 

in that little city, was in trouble. 
It had reached the limit of its available 
resources and New York banks with 
which it did business had refused its 
loans. Reluctantly, the directors ad- 
mitted that the end had come. The 
First National of Tarpon Springs would 
go the way of so many other Florida 
banks. 

But instead of notifying the bank’s 
depositors by means of the customary 
small piece of white paper posted on 
the door next morning, the directors 
of that bank hit upon another, a new, 
idea. If the bank was to be saved, 
it must be done that night; the next 
morning would be too late. And so 
they called a mass meeting. Tarpon 
Springs is not a large city, so it was 
easy to call a meeting on such an im- 
portant subject. Everybody in town 
was a depositor; so everybody was 
present. 

Tarpon Springs is the center of a 
million-dollar sponge fishery business 
and populated largely by Greek-Ameri- 
cans. It had had a part in the real 
estate speculation which was prevalent 
in Florida a few years ago and when 
the collapse came in 1926 and notes 
began to fall due, the residents began 
to tender mortgages instead of cash. 
These mortgages, frozen, were causing 
the collapse of the bank. 

The directors and the leading citizens 
of the town put the proposition to the 
depositors: Either the bank would close, 
in which case the depositors would own 
all this frozen paper which would be 
worth but little under forced liquida- 
tion, or they could take that paper out 
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of the bank individually, exchanging it 
for their deposits or cash. 

The citizens took hold immediately. 
They bought the mortgages, for cash 
or deposits, emptied their safe deposit 
boxes into the cash resources of the 
bank and, when the meeting was ad- 
journed at midnight, the bank was 
saved. The following day, 300 new 
accounts were opened, while only four 
were withdrawn. 

There was another mass meeting next 
night, but a different one. It was a 
celebration. 


HARLEY L. CLARKE ELECTED TO 
CENTRAL TRUST BOARD 


AT.a recent regular meeting of the board 
of directors of Central Trust Company of 
Illinois, Harley L. Clarke, president of 
Utilities Power & Light Corporation, presi- 
dent of Fox Film Corporation and of a 
number of other nationally known business 
concerns, was elected a director of the bank. 

Mr. Clarke's utilities interests cover not 
only a wide range of territory in the more 
populated centers of this country, but ex- 
tend abroad to England where, in 1929, his 
corporation acquired ownership ‘of the 
Greater London and Counties Trust, Limited, 
owning and controlling operating com: 
panies, furnishing electric light and power 
to ninety-five cities and towns in Great 
Britain. Among the prominent subsidiary 
utilities under his control and of which he 
is president and a director are Interstate 
Power Company, Central States Utilities 
Corporation and Eastern New Jersey Power 
Company. He is a director of, Laclede 
Power & Light Company. 

Mr. Clarke has for a number of years 
been interested in the advancement of the 
theater. Recently, General Theaters Equip- 
ment, Inc., of which he is president, pur- 
chased control of Fox Film Corporation, 
and he became its president. 


PHILADELPHIA MERGER 
PROGRESSES 


THE boards of directors of the Bank of Phila- 
delphia and Trust Company and the Bank- 
ers Trust Company have unanimously ap’ 
proved the plan for consolidation of the 
banks worked out by special committees. 
The combination, to be known as the Bank- 
ers Trust Company, will have more than 
$48,000,000 in deposits and more than $60, 
000,000 of resources. Approval by the 
stockholders is said to be assured. 
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[ wvestors who are interested in foreign securities will find a valu- 
able guide for the appraisal of European securities in this exhaustive 
study of their standing over the last fourteen years. The volume is 
based on authentic records showing what would have occurred from 
1914 to 1928 in the case of investment, half in stocks and half in bonds, 
of $25,000 in each one of thirteen European countries, and in the 
United States and Canada. 

The study illustrates the appreciation or depreciation of capital in 
the several countries during the period reviewed, shows changes in yield 
of securities, and takes into account stock dividends and rights distributed. 


PART I 
Shows why this crucial period is a criterion of the future; discusses 
the advantages of foreign investments for a creditor country and the 
advantages of foreign loans to a debtor country; advises in regard to 


the currency risk in foreign securities; and relates the methods used in 
making the inquiry and the results shown by it. 


PART II 
Contains a detailed survey of each of the fifteen countries con- 
sidered, i.e., Austria, Belgium, Canada, Denmark, England, France, 
Germany, Holland, Hungary, Italy, Norway, Spain, Sweden, Switzer- 
land and the United States. 
PART Ill 


Takes up the important question of protection of rights of security 
holders in each of the fifteen countries considered above. 


APPENDICES 
Give recapitulations of the results of the survey in each country, 
each illustrated by charts; presents a total of 55 charts; and discusses 
ten countries not included in the survey—Bulgaria, Esthonia, Finland, 
Greece, Jugo-Slavia, Latvia, Lithuania, Poland, Portugal, Rumania. 
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settled over Europe after the Wall 

Street crash continues unabated, 
and even shows signs of strengthening. 
This is due in part to the renewed ad- 
verse tendency in Wall Street which 
has affected all European stock ex- 
changes, and in part to the unsatisfac- 
tory result of the Reparations Loan in 
most participating countries. General 
depression prevails in financial and busi- 
ness quarters in Great Britain and on 
the Continent, and even those who are 
usually optimistic fail to see daylight. 
Investors continue to remain in their 
reserved attitude, which accounts for 
the dullness of stock exchanges more 
than actual trade depression. The per- 
sistent fall of commodity prices has had 
a most discouraging effect on enterpris- 
ing spirit; its psychological damage is 
probably even greater than the actual 
losses suffered through the depreciation 
of stocks of commodities. 
_ The response of the public to the 
issue Of Reparations bonds was unsatis- 
factory everywhere with the exception 
of France and, although the issue was 
oversubscribed, the price declined to a 
substantial discount. This produced a 
discouraging effect on the issue of for- 
eign loans, and several would-be bor- 
rowers have abandoned their intentions 
of raising funds before the autumn. 
The main cause of the reluctance of in- 
vestors to acquire these bonds, in ad- 
dition to their general unwillingness to 
Invest in long-term securities, was the 
difficulty, of understanding the exact 
nature of their security. The legal basis 
of the transaction is too complicated 
for the man in the street to understand 
It. Moreover, the anticipation of addi- 


T= wave of pessimism which has 


tional instalments during the next few 
years, and the opposition the loan en- 
countered in the United States, have 
also contributed to the unpopularity of 
the bonds. 


MONEY RATES 


There has not been any further de- 
cline in the money rates prevailing in 
the leading European markets—London, 
Paris or Amsterdam—but interest rates 
in other countries continue to decline. 
The tendency toward the elimination 
of the discrepancy between money rates 
in various countries has thus made 
further progress. This tendency has 
confined itself so far mainly, if not ex- 
clusively, to short money rates, while 
the rates for long-term loans continue 
to differ widely in various markets. It 
is considered as highly probable that be- 
fore very long the discrepancy between 
long and short rates will widen once 
more. At present, short-term funds 
flow into Germany at a rate of 4 per 
cent. because they are almost unplace- 
able in any of the lending centers. 
Once, however, there is a revival of 
trade and investment activity Germany 
and the other borrowing countries will 
have to offer once more an attractive 
rate to stimulate the influx of funds. 

It is worth noticing that savings de- 
posits continue to increase in most con- 
tinental countries, in spite of—or per- 
haps because of—the trade depression. 
As everybody is reluctant to invest in 
bonds and shares they keep their sur- 
plus cash in the form of bank deposits, 
in spite of the loss of interest. This 
tendency has the beneficial effect of im- 
proving the liquidity of banks which 
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are thus in a better position to liquidate 
part of their immobilization without 
undue haste. 


FOREIGN LOANS 


The Reparations Loan has not been 
followed so far by any other foreign 
loan, apart from the Austrian loan, the 
conclusion of which is imminent. It is 
generally believed that the foreign loan 
market is likely to improve by next 
autumn, and most would-be borrowers 
prefer to wait in the hope of better 
terms. As the Austrian loan had been 
repeatedly postponed during the last 
two years it has been decided to issue 
at least part of it now so as to be able 
to repay advances obtained from Aus- 
trian banks and to carry on the work 
until the issue of the second instalment 
of the loan becomes possible on more 
favorable terms. At least two other 
foreign governments are waiting for 
the result of the Austrian loan which 
will decide whether or not they should 


conclude a loan before the beginning of 
the holiday season. 

Meanwhile, part of the loan require- 
ments of Central Europe is being met 
from Central European resources. Sev- 
eral German loans have been issued 
lately in Holland and Switzerland, while 
the city of Budapest obtained a short- 
term loan from a Berlin banking group. 
Although it will take a long time be- 
fore Central Europe becomes financially 
self-sufhcient apparently there is some 
progress being made in that direction. 


POLITICAL DEVELOPMENTS 


The evacuation of the Rhineland has 
created a favorable impression as the 
most important step toward the elimina- 
tion of the legacy of the war. At the 
same time, however, the political hori- 
son in Europe is far from clear. The 
result of the elections in Saxony in- 
dicate the strengthening of the Na- 
tionalistic elements in Germany which, 
in turn, may provoke a reaction in 
France. The French-Italian relations 
constitute another source of trouble, al- 
though an open conflict between the 
two nations is generally considered as 
most unlikely. At the same time, the 
constant friction and _ frequent ill 
tempered statements by responsible poli- 
ticians create an atmosphere of tension 
which cannot but affect adversely the 
progress toward the restoration of nor- 
mal economic conditions. 

The financial aspects of ‘the problem 
are also rather disquieting. Both France 
and Italy have decided to increase 
their expenditure on armaments, and it 
seems probable that we shall witness an 
armament race between the two nations 
which may also result in an increase of 
armaments in other European countries. 


It would be highly regrettable if the 


budgetary equilibrium which has been 
restored with great difficulties should 
be upset by such extraordinarily futile 
expenditure. 


GREAT BRITAIN 


On July 3, a meeting of a number 
of leading bankers was held at Ham’ 
bros Bank, and a resolution was passed 





Fresh Vegetables and Banks 


Durinc the first quarter of 1930, fresh vegetables were brought from Europe 
to New York at the rate of more than $1,000,000 worth a year. 
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advocating the adoption of protection 
and the extended application of Im- 
perial preference. Considering that the 
City has always been a stronghold of 
free trade, and that many of those who 
supported the resolution—which has as- 
sumed the name of “Bankers’ Mani- 
festo”—were known to have held quite 
recently free trader views, this move is 
held to prove the extent to which re- 
sponsible opinion in Great Britain has 
turned in favor of tariff reform. The 
bankers’ move has created a most pro- 
found impression both in Great Britain 
and abroad, and is regarded as a land- 
mark in the evolution of the problem. 
Those who supported the resolution in- 
cluded the chairman of the “Big Five,” 
two directors of the Bank of England, 
and several prominent private bankers 
and financiers, so that the group may 
safely be considered as representative. 


It is true that the support of the 
banking community to the resolution 
was by no means unanimous. Several 
leading financial houses were not rep- 
resented. This is explained on the 
ground that, while the principal in- 
terests of joint stock banks lies in a 
revival of domestic industries, banking 
firms engaged mainly in international 
business are afraid of being affected 
adversely by a reduction of imports 
from foreign countries. The view is 
also widely held that as the freedom of 
the London financial market is based 
upon the freedom of trade, the termi- 
nation of the latter may result in a 
general decline of London’s position as 
an international financial market. 


FINANCE AND TRADE 


This view is rejected by the ad- 
herents of protection and Empire free 
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trade, on the ground that the rival Kenna duties at an early opportunity 


centers, Paris and New York, have de- 
veloped under the handicap of re- 
stricted trade, and that, in any case, in 
spite of the freedom of trade in Great 
Britain, London has ceased to be a free 
financial market since the war. The 
embargo on foreign loans tends to do 
more harm to London’s position as an 
international financial center than any 
restriction of imports by tariffs. From 
this point of view, an improvement of 
the trade balance by means of restrict- 
ing imports and encouraging exports to 
the Empire is expected even to bring a 
welcome relief to the financial market, 
as it would increase the surplus avail- 
able for lending abroad, and would per- 
haps make it superfluous to maintain 
the restrictions on foreign loans. 

Opinions differ widely as to the prob- 
able effect of the reforms upon trade, 
prices, wages, etc. The general feeling 
is, however, that conditions are so bad 
at present that any fundamental change 
can only be to the better. The removal 
of safeguarding duties by Mr. Snowden 
and the threat of removing the Mc- 
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has also contributed toward increasing 
the feeling of hostility against free 
trade. It is widely realized that the 
government could have obtained impor- 
tant advantages from the foreign gov 
ernments interested in the removal of 
these duties, and that it has thus given 
away something for nothing for doc- 
trinaire considerations, at a time when 
it could ill afford to be generous ‘at the 
expense of British trade. 


EFFLUX OF GOLD 


remained fairly 


Although 


sterling 
steady in relation to the dollar and the 
reichsmark during the month under re- 
view it was remarkably weak in re- 


lation to the franc. This was due to 
the decline of the gold export point of 
the franc as a result of the Bank of 
England's decision to pay out bars of 
standard fineness instead of fine gold 
bars. The immediate consequence was 
that fine gold bars arriving from South 
Africa rose to a premium roughly 
equivalent to the cost of refining. Prac- 
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tically the whole of South African gold 
arrivals have been bought on French 
account, and considerable amounts of 
gold have also been withdrawn from 
the Bank of England for shipment to 
France. As the capacity of refiners is 
only about £200,000 a day this fixed 
a natural limit to the efflux. At the 
same time, it had the disadvantage of 
eliminating the gold export point al- 
together for practical purposes, for there 
is nothing to prevent a depreciation of 
sterling beyond the point at which it is 
profitable to withdraw standard bars 
for shipment to Paris. 

As a result of the loss of gold, and 
in view of the approaching import 
season, discount rates displayed a firmer 
tendency, and there is no longer any 
talk of another reduction of the Bank 
rate. The advantage of this is that, for 
the first time since the Wall Street 
break, the Bank rate has become once 
more effective. In consequence of the 
firmer tendency in the money market 
and of the general adverse trend of 
the capital market, there is no longer 
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any talk about a conversion loan in 
the near future. 


UNEMPLOYMENT INCREASES 


During the last few weeks, unem- 
ployment has increased to an alarming 
extent, and at the time of writing the 
number of registered unemployed ap- 
proached 1,900,000. This was due to 
a great extent to the Indian situation, 
as a result of which large textile orders 
have been cancelled. Trade is bad, 
however, with other markets. While 
until quite recently, domestic trade has 
been fairly prosperous during the last 
few months, there has been a note- 
worthy falling off. The prolonged de- 
pression has apparently affected the 
purchasing power of the public, while 
uncertainty as to an accentuation of 
the crisis and an increase of taxation 
has induced consumers to reduce their 
purchases as far as possible. 

In view of the spectacular increase 
of unemployment, there is no more 
talk about any of the employment 
schemes which were at one time con- 
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sidered by the government, for, even 
if it were possible to find employment 
with artificial means for, say, 10,000 
workmen it would disappear as com- 
pared with a weekly increase of 80,000 
or more. Among others, the scheme 
of the Channel Tunnel between Eng- 
land and France has also been aban- 
doned. 

With regard to the alarming situa- 
tion, Mr. MacDonald has invited the 
leaders of the Opposition to a confer- 
ence to discuss remedies. While the 
Liberals accepted the invitation the 
Conservative party wishes to keep 
aloof. The view is held in Conserva- 
tive quarters that, as the Labor party 
obtained its majority at the last gen- 
eral elections on the ground of its 
promises to cure unemployment it 
should bear alone the responsibility for 
being unable to carrv out its promises. 


IRISH FREE STATE 


The government intends to modify 
the recommendations made by the 
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currency commission in 1926 under the 
leadership of Professor Parker Willis. 
In virtue of those recommendations, 
the currency notes should be covered 
by gold, English bank notes and British 
government securities. Subsequently, it 
has been decided to accept only British 
government securities which mature in 
less than twelve months. It is now the 
intention of the government to extend 
the list of eligible British government 
securities, and to admit also American 
government securities. 

The increase of emigration is causing 
a certain amount of uneasiness, and 
official quarters are considering the 
means of inducing the population to 
stay at home. Among others, the idea 
of increasing protection of manufac 
tures has been considered but it meets 
with opposition. As the agricultural 
situation is unsatisfactory as every- 
where else, little can be done for the 
moment to bring about a fundamental 
improvement. 
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FRANCE 


The influx of gold continued un- 
abated during the month under review. 
In addition to the South African gold 
bought in London and the gold with- 
drawn from the Bank of England, some 
gold was also imported from Holland. 
Judging by the firmness of the franc, 
the movement is likely to continue. As 
the general trend of world prices 
brought about -a decline in the price 
level in France expert opinion is no 
longer worried about the possibility of 
inflation as a result of the influx of 
gold. In any case, if the influx be- 
comes embarrassing the Bank of France 
is always in a position to unload part 
of its surplus gold stock by means of 
issuing coins which would be hoarded 
by the population. This would be 
highly regrettable from an_ interna- 
tional point of view as it would accen- 
tuate the crisis, which could not but 
affect France. 

While until recently France remained 
prosperous irrespective of the world- 
wide depression, during the last few 
months there are signs of slackening 
of trade. The coal and iron and steel 
industries are the first to feel the ad- 
verse trend, while textile industries 
are also adversely affected by the de- 
Pression in their domestic and foreign 
markets. Agriculture is suffering from 
low prices, especially the wine pro- 
ducers. The Bourse registered an all- 


round decline—with the exception of 
the Rentes which are in demand owing 
to their exemption from taxation—as 
a result of the Wall Street situation 
and of the signs of depression in France. 


TREASURY SURPLUS FARCE 


Not very long ago, M. Cheron, the 
late Finance Méinister, declared that 
the surplus of the French Treasury 
amounted to from nineteen to twenty 
milliard francs. As a result, various 
proposals have been made to make use 
of this surplus. Among others, a bill 
has been introduced proposing the em- 
ployment of over five milliards for the 
improvement of the equipment of the 
nation, such as ports, etc. The govern- 
ment then realized that it was a mistake 
to tell about the existence of such a 
huge surplus, and made efforts to 
make good this mistake. The Finance 
Minister stated that the surplus is 
merely a little over twelve milliards, of 
which seven milliards are already ear- 
marked for various purposes, and the 
greater part of the remaining five mil- 
liards has to be kept with the Bank of 
France as a permanent deposit. The 
finance committee made some vain at- 
tempts to ascertain the exact amount 
of the funds available, but became 
hopelessly entangled in the mazes of 
French public accountancy, and ended 
up by deciding by majority vote that 
there are sufficient funds to carry out 
the proposed program. 
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PONCE, PORTO RICO 


CAPITAL and SURPLUS, over . ..... 
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$1,355,000.00 





In area Porto Rico is compared to the state of Connecticut, but in point 

of importance as a commercial customer of the United States the Island 
ranks close to Brazil, a territory much 
larger than the entire continental United 
States. 





With average yearly imports of about 
$90,000,000 the Island's collection business 


should be a significant item in every Bank. 


To facilitate obtaining a share in the han- 
dling of this substantial business Banks 
should select as their Porto Rican corre- 
spondent an institution with an intimate 
knowledge of local customs and laws, and 


the BANCO DE PONCE offers special 


A bill has been introduced for the 
protection of investors. It proposes to 
introduce strict regulations as to the 
duties of public companies. Among 
others, it regulates the publication of 
reports and balance sheets; at present 
the law is frequently evaded by publica- 
tion in obscure newspapers which are 
most unlikely to reach the share-holders. 


FOREIGN LOANS 


Although negotiations are conducted 
in various directions, no foreign loans 
have been issued so far since the Re- 
parations ‘loan. Negotiations between 
French and foreign banking groups for 
the joint issue of international loans 
have invariably failed—apart from the 
Reparations loan—because the French 
authorities have adopted the policy of 
authorizing only issues the bonds of 
which are international and _inter- 
changeable between various markets. 
This is opposed by other groups as it 
is feared that bonds issued in foreign 
markets may be unloaded on their own 
market. It is owing to this difference 
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services and facilities in this respect. 
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that the French: market did not partici 
pate in the issue of the Austrian loan. 

Although the existence of a certain 
amount of securities subject to interna: 
tional arbitrage is undoubtedly desir 
able, an excessive amount of bonds 
floating from one market to another 
is likely to prove the source of inter 
national monetary instability. At any 
moment, the exchanges may be dis 
located by the transfer of large amounts 
of bonds from one market to another 
as a result of local conditions in one 
or another of the markets. For this 
reason, it is desirable that most inter: 
national loans should be divided into 
national instalments which are market’ 
able in their respective countries of 
issue only. It is deplorable that a 
difference of opinion in this respect 
should prevent collaboration with the 
French market 


GERMANY 


Negotiations have been initiated be 
tween the employers’ federations and 
trades unions in view of coming to 
some arrangement for the reduction 0 
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wages and prices. The workmen are 
not unwilling to consent to a reduction 
of their wages provided that there is a 
corresponding reduction of the cost of 
living. The difficulty is that a reduc- 
tion of wholesale prices by manufac- 
turers, even if carried out unanimously, 
does not bring about an immediate re- 
duction of the cost of living. It takes 
many months before a reduction of 
wholesale prices reaches the consumer 
through its effect on retail prices. 
Moreover, manufacturers have no con- 
trol over the prices of agricultural 
products, of imported goods, and a 
number of other items of the cost of 
living, so that their endeavors could 
bring about only a comparatively small 
reduction of wages. 

The trade balance has improved con- 
siderably during the last few months. 
This is due in part to the introduction 
of duties on agricultural imports, but 
a decline in raw material purchases 
owing to trade depression has also con- 
tributed toward it. To some extent, 
the fall of imports is the consequence 
of the decline of the purchasing power 
of the population. In any case, it is a 
sound development. 


FINANCE MINISTER RESIGNS 


On the other hand, the finances of 
the Reich have been developing in an 
unfavorable direction, as a result of 
the increase of the burden of unem- 
ployment relief. In order to meet the 
deficit, the Finance Minister, Herr 
Moldenhauer, proposed to introduce a 
special levy on the salaries of all pub- 
lic servants. This measure met with 
violent opposition, and the Finance 
Minister had to resign. The deficit 
arising largely from the increased un- 
employment is estimated at 800,000,000 
reichsmarks, and it may become neces- 
Sary to increase taxation in order to 
balance the budget. As a result of this 
possibility, considerable amounts of 
German capital have been transferred 
abroad, mainly to Switzerland. This, 
together with the decline of money 
rates, was largely responsible for the 
weakness of the reichsmark exchange. 


NEW ORLEANS 
XXXVII 
“CLIFFS AND CANYONS” 


Pictured above are the “cliffs and can- 
yons” ofthe New Orleans financial district 
in which are housed banks having $325,- 
000,0000f resources, the Cotton Exchange, 
the Stock Exchange and the Federal Re- 
serve Bank. 


Hibernia Bank © Trust Co. 
NEW ORLEANS, U.S.A. 


The negotiations between the French 
and German governments as to the 
restoration of the Saar district to Ger- 
many have arrived at a deadlock. 
French interests are very anxious to 
retain the control of the Saar coalfields, 
as the Lorraine industries have ar- 
ranged themselves entirely for the use 
of the inferior Saar coal. As the fate 
of the district has to be decided by a 
plebiscite in 1935, and the decision is 
likely to be in favor of Germany, the 
German government is not prepared 
to make any substantial sacrifices in 
order to accelerate the restoration of 
the district by five years. On the 
other hand, the resistance of the French 
government has been strengthened by 
the recent reprisals in the evacuated 
Rhineland against Separatists. 


ITALY 


An Italian banking group has taken 


a substantial 


participation in the 
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Austrian loan. By this gesture, Signor 
Mussolini intends to demonstrate his 
friendship toward Austria; in fact, the 
relations between the two countries 
have improved considerably as a result 
of the Rome visit of the Austrian 
Chancellor, Dr. Schober, early this year. 
Apart from this, the participation pur- 
sues the end of increasing the financial 
prestige of Italy. It will be remembered 
that some months ago an Italian bank- 
ing group took a participation in the 
Sao Paulo loan for the same reason. 
As the country has no export surplus 
and is in need of foreign capital it 
may well be asked whether the policy 
pursued is an expedient one, though 
there is much to be said in favor of 
maintaining close collaboration with 
international financial groups. 

Trade shows no sign of improvement, 
the worst spot being the textile trade. 
The slump in the price of wine is also 
a serious factor. It is unfortunate 
that this moment should be chosen for 
an introduction of a special tax on 
wine to replace the octrois, which have 
been abolished. The government has 
made arrangements for the redemption 
of public debt. The price of tobacco 
products has been raised by 20 per 
cent., and the estimated proceeds of 
about 500,000,000 lire per annum will 
be employed for the reduction of the 
public debt through. the purchase. of 
Consols. 
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SWITZERLAND 


The Swiss National Bank reduced 
its Bank rate to 2'%4 per cent. as a 
result of the firmness of the franc. 
This firmness was caused largely by the 
transfer of German funds to Switzer- 
land, and possibly to some slight extent 
by the conversion of some of the 
assets of the Bank for International 
Settlements into Swiss francs. This 
latter factor should not be exaggerated, 
however, for, in virtue of its statutes, 
that institution has to balance as far 
as possible its assets and liabilities in 
any given currency. The franc rose 
to a premium in relation to every other 
currency. No gold was shipped from 
London to Switzerland, for the Swiss 
National Bank followed the example 
of the Bank of France in refusing bars 
of standard fineness. 

The government has introduced a 
bill concerning the reform of the coin- 
age. Its object is definitely to eliminate 
the silver five franc coins from among 
the legal tender coins, and thus to 
complete the work of detaching the 
Swiss monetary system from the system 
of the defunct Latin Monetary Union. 
In an explanatory statement, the gov 
ernment pointed out that the disad- 
vantages of linking the coinage of a 
country with an international system 
have become too obvious and there is 
nobody who would want the restora’ 
tion of the Union in any form. 
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SWEDEN 


Although the world-wide depression 
is beginning to affect trade conditions 
in Sweden up to now the extent of 
the decline of business activity is negli- 
gible. The production index of the 
most important branches of production 
shows no decline, and there is no sign 
of the wave of pessimism that charac- 
terizes business circles in almost every 
other country. 

Owing to the delay of the reduction 
of the Bank rate, considerable amounts 
of Swedish funds have been repatriated 
to take advantage of the comparatively 
high rate of interest. The movement 
assumed the shape of selling out foreign 
securities, and resulted in a consider- 
able increase of foreign currency bal- 
ances of the Riksbank and of the joint 
stock banks. On the other hand, owing 
to the cheapness of short money, the 
banks reduced their rediscounts with 
the Riksbank to a considerable extent. 
The government took advantage of the 
favorable monetary conditions, and 
issued two conversion loans, attaining 
thereby an economy in interest charges 
of 2,225,000 crowns per annum. 


AUSTRIA 


The negotiations for the issue of the 
much-postponed international loan for 
capital expenditure have been  con- 
cluded. Several technical points had 
to be eliminated at the last moment. 
Among others, a most interesting legal 
situation arose in regard to the relief 
debt to the United States. According 
to the law passed by Congress, the Ad- 
ministration is authorized to waive its 
priority on Austria’s assets for the 
Austrian relief debt, provided that all 
European relief creditors do the same, 
and that the Reparations Commission 
Waives its priority for Austria's repara- 
tions debt. As far as the relief claims 
of European governments are concerned 
there was no difficulty. But, as the 
Reparations Commission ceased to exist, 
and the reparations claim against 
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Austria has been dropped altogether, 
it was impossible technically to comply 
with the requirements of the second 
condition of the law. As it was obvious 
that the complete waiving of the re- 
parations claim goes further than the 
mere waiving of its priority it was 
eventually agreed that the priority of 
the American relief claim has been 
waived. 

In order to relieve the industrial de- 
pression, the government is raising the 
customs duties on a number of manu- 
factures. The Bourse remains hope- 
lessly depressed and inactive. Since the 
crash of 1924, there has been prac- 
tically no speculation in Vienna, and 
many of the industrial shares are con- 
sidered to be undervalued even in the 
present bad circumstances. As a result 
of the lack in enterprising spirit the 
savings deposits show an_ increasing 
trend as funds which would otherwise 
be used for business purposes are now 
being placed on deposit with banks. 





BANKING BUSINESS WITH BELGIUM 
BANQUE DE COMMERCE 


Societe Anonyme 
ANTWERP 


Every description of Banking Business transacted. 


Exceptional facilities and conditions for the collection and prompt remittance of docu- 
mentary items on Belgium 


Capital Subscribed . 
Capital Paid Up. 


The peseta underwent a sharp de- 
preciation during June and July, owing 
to the strike at Seville and the exag- 
gerated adverse rumors as to the poli- 
tical situation. The government has 


at last decided to take some steps to 
stabilize the exchange, though nothing 
definite has been done so far. In 
order to be able to support the peseta 
it would be necessary to export part of 
the surplus gold, or to conclude a loan 


abroad. There is but litte chance for 
the latter, owing to the unfavorable 
state of the international markets and 
to the uncertainty as to the situation 
in Spain. Meanwhile, the government 
is endeavoring to restore budgetary 
equilibrium. It has unified the extra- 
ordinary budget with the ordinary 
budget. 

It is the intention of the new gov- 
ernment to break with the anti-foreign 
policy of its predecessor. The indus- 
trial monopolies which were established 
during the dictatorship with the ex- 
clusion of foreign interests will be 
liquidated. There will be in future no 
discrimination against foreign capital 
or enterprise operation in Spain. It 
is hoped that by such means the influx 
of foreign funds will be encouraged and 
that this would provide some support to 
the peseta. 

RUMANIA 


The return of Prince Carol and his 
ascension to the throne has consolidated 
the international political situation of 
the country, after several years of in- 
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stability. The government of M. 
Maniu has been reconstructed almost 
without any change, and the Liberal 
Party has eventually recognized the 
change. It is believed that the change 
will facilitate the task of the economic 
reconstruction of the country. 

Crop reports are fairly favorable; 
at the end of May, about half of the 
exportable surplus of last year’s crop 
(500,000 metric tons) was still unsold, 
which circumstance is largely responsible 
for the general depression in the 
country. 


© xevstone view co. 

Sir Josiah C. Stamp and Lady Stamp 

on the liner Berengaria upon their 

recent arrival in this country for a 
study of industrial conditions. 








cA Complete 
Coverage 


of Canada 


From Halifax to Vancouver the 
Bank of Montreal operates through 
more than 650 branches. 


With offices in New York, Chicago 


and San Francisco, each of which 
is connected by private wires with 
its more important branches in 
the Dominion, the Bank of Mon- 
treal offers to the financial institu- 
tions of the United States a com- 
plete coverage of Canada. 


BANK OF MONTREAL 


Established 1817 
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SAN FRANCISCO OFFICE: ............ 





64 WALL STREET 
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Current Conditions in Canada 


trade will undergo any marked 

change until the extent of the 
harvest is definitely known,” says the 
Business Summary of the Bank of 
Montreal, for June 23. “Bountiful 
crops,” it prophesies, “will infuse activ- 
ity into many branches of business 
now somewhat sluggish, even though 
prices remain relatively low; especially 
is this true of transportation agencies 
whose traffics have suffered a serious 
relapse from short crops and retarded 
shipments. Brisk business conditions 
have not yet arrived. There is still 
an abnormal degree of unemployment, 
commodity prices slowly decline, buyers 
Operate cautiously and less money is 
in circulation than last year. Exports 
are reduced by slow foreign markets 
and imports by quiet domestic demand, 
all of which adverse conditions react 
unfavorably upon manufacturing in- 
dustries. The tourist traffic has, how- 


[' is improbable that the state of 


ever, begun in considerable volume, and 
prospects appear excellent for the best 
season in this respect yet experienced ™ 


AGRICULTURE 


“During the months of June and 
July,” the Monthly Letter of the Royal 
Bank of Canada, Montreal, says, 
“rapid changes in weather and in other 
conditions affecting the western wheat 
chop render it difficult to estimate the 
probable yield. The Dominion Bureau 
of Statistics reported that the condi- 
tion of the crop on the first of June 
was 96 per cent. as compared with 
the average condition at the same date 
during the ten years 1920-29. When 
it is realized that this ten-year period 
includes the record crops of 1926, 
1927 and 1928, the estimate must be 
considered exceptionally favorable. . . . 

“It is encouraging to note that 
grain in store in Western Canada has 
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been moving to market somewhat more 
rapidly than in previous months, Dur- 
ing the five weeks ending June 6, the 
Canadian visible supply of wheat de- 
creased by more than 35,000,000 
bushels; this is at the rate of approxi- 
mately 7,000,000 bushels a week. Since 
that date a number of large sales have 
been reported. If the movement of 
Canadian wheat continues at this rate 
until the end of July, the carryover 
into the new crop year will be less 
than 100,000,000 bushels. In the face 
of foreign estimates that the carryover 
in Canada would exceed this amount 
by something like 50 per cent., the 
recent movements may be considered 
as good news. Last year the carryover 
amounted to 109,000,000 bushels, and 
present prospects seem to suggest that 
this year’s carryover will be several 
million bushels less than that of last 
year. 

“Fruit crop prospects are encourag- 
ing in all parts of Canada and it is 


anticipated that the total will approxi- 
mate that of 1929. The Department 
of Agriculture has issued a tentative 
estimate that the apple crop will be 
equal to, or slightly heavier than, the 
five-year average. Present conditions 
of cherries, plums, peaches; pears and 
grapes indicate increases over last year’s 
yield, ranging from 9 per cent. in 
cherries to 34 per cent. in plums. 
Strawberries and raspberries have been 
affected by drought and winter kill 
and the yield will be reduced by ap- 
proximately 10 per cent. An increased 


production of cantaloupes is indicated. 


TARIFF CHANGES 


“Tariff changes,” says the Bank of 
Montreal’s Summary, “will make an 
impression on Canadian trade, both ex- 
ternal and domestic. The new duties 
in the United States affect that market 
for Canadian products and, in particu- 
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lar, for such products as_ livestock, 
meats, milk, cream, hay, hides and 
leather. The aim of the recent tariff 
revision by the Dominion Government 
is to stimulate imports of Empire pro- 
ducts, and the full effect of these im- 
portant fiscal changes will not be 
ascertainable for some time yet. .. . 


RECESSION CONTINUES 


“Bank clearings indicate the reces- 
sion in trade from the high-water mark 
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of 1929 to be continuing the country 
over, only two of twenty-eight report- 
ing points showing an increase in clear- 
ings in May over the year before, but 
it is noteworthy that the comparison 
for the first two weeks of June is 
more favorable. The newsprint in- 
dustry keeps on an even keel in point 
of production. Careful buying by 
wholesalers and retailers restricts manu- 
facturing output generally, and _ this 
condition will not change while the 
downward trend of commodity prices 
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continues. Ocean passenger traffic is 
of satisfactory volume, but cargoes are 
on the light side, inward and outward, 
and rates low. Tramp ships are not 
to be expected in number until wheat 
exports become active; when that occurs 
coal imports from Great Britain promise 
to be large. Despite the quiet state 
of trade, the output of electrical 
energy steadily increases, and some 


large projects are in hand for develop- 


ments of new water powers. In May, 
170,750 tons of British coal were 
landed at the port of Montreal, being 
more than double the importation of 
last year. Generally speaking, a mark- 
time period is likely to be experienced 
during the summer months. 


CAR LOADINGS 


“Car loadings and traffic earnings 
of Canadian railways continue to pre- 
sent unfavorable comparison with last 
year. Of all grouped commodities, 
coke and pulpwood alone show an in- 
crease. The decrease in grain loadings 
has now reached 70,479 cars, although 
since May 3 the grain movement has 
been on a parity with last year; ore 
loadings have run below last year for 
several recent weeks, and lumber load- 
ings have not increased. The heaviest 
trafic is made up of merchandise and 
miscellaneous, and in these classes 
the decline has not been large rela- 
tively; in the aggregate, in the last five 
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weeks the movement has been slightly 
better than in the same period of 1928. 


CONSTRUCTION 


“Construction work would be con- 
sidered of large magnitude were the 
comparison with a period other than 
1929, when building activities made a 
high record. Contracts let in May were 
27.7 per cent. less in amount than in 
the same month last year, and in the 
last five months the total for all con- 
struction is down 9.5 per cent., and 
for buildings alone 23.7 per cent.” 


MARKETS AND PRICES 


The Monthly Commercial Letter of 
the Canadian Bank of Commerce, 
Toronto, for July says that the trend 
of commodity prices during June was 
again sharply downward, the bank’s 
index number of wholesale prices fall- 
ing to 88.61 as compared with 91.02 
in May. “Any lowering of commodity 
prices,” it says, “must needs be the 
result of an excess of supply over de- 
mand, whether the excess be due to 
abnormal production or  sub-normal 
demand, to conditions within the in- 
dustry or a general lowering of pur’ 
chasing power, and in view of the 
fact that there has seldom been a time 
when there was such large production 
of the major staple commodities, this 
tendency to cut prices to the point 
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It functions through a system of over a thousand of its own branches 
in England and representation in every banking town in the world, 
and is amply equipped (as are the Paris and Brussels offices of the 
Westminster Foreign Bank) for specialized service in credits, collec- 
tions, exchange, and all the ramifications of commercial finance. Bank- 
ing houses wishing to establish a London connexion are invited to 
communicate with the Manager 


WESTMINSTER BANK LIMITED 
New York Representative: C. M. Parker, 68 William Street 
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where they may reasonably be expected 
to stimulate demand may be regarded 
as a constructive step toward eventual 
readjustment to normal conditions of 
supply and demand. An unwarranted 
speeding-up of world production in 
some of the more important interna- 
tionally traded-in commodities, such as 
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HEAD OFFICE: 41 LOTHBURY, LONDON, E.c.2¢ 


POOL OPES SODESOSS DOES SOSOODOO OO OD OO SEOHOD FED OSES SHEE ODED ODEO OOOO OOOO OOOO OD 


sugar, coffee, petroleum, rubber, wool 
and lumber, was apparent long before 
the present period of curtailed purchas- 
ing power aggravated the condition. 
Present prices are in many cases below 
the cost of production but should in 
time have desirable results in adjusting 
supply and demand... .” 


International Banking Notes 


IHE Chase Bank, affiliate of the Chase 
National Bank of New York, opened 
a new Paris office July 1 at 31 Avenue 
George V. The office will temporarily oc- 
cupy the ground floor suite of the George 


V Hotel Building until its permanent quar- 
ters at 29 Avenue George V are com- 


pleted. The main office of the Chase Bank 
in Paris is at 41 Rue Cambon, the loca- 
tion formerly occupied by the Equitable 
Trust Company of New York. e new 
office is located in a high class residential, 
shopping and hotel section of the city. 


BALANCE of profit and loss of the Bank 
of Adelaide, South Australia, for the year 
ended March 31, 1930, was £176,982, in- 


cluding £38,874 brought forward from the 
previous account. Out of this an interim 
dividend at the rate of 10 per cent. per 
annum was paid, leaving a total of £114,482 
for distribution as follows: 


To transfer to reserve fund ...£15,000 
To dividend for the last half- 

year at the rate of 8 per cent. 

per annum 
To carry forward to next account 49,482 


The bank has paid up capital of £1,- 
250,000, reserve fund of £985,000, deposits 
of £6,105,440 and resources of £8,996,596. 


BALANCE sheet of Barclays Bank (Domin- 


ion, Colonial and Overseas), London, as of 
March 31, 1930, shows paid up capital of 
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£4,975,500, reserve fund of £1,550,000, 
current, deposit and other accounts of £62,- 
842,833 and total resources of £74,075,367. 


NEW MANHATTAN OFFICES 


It was recently announced by J. Stewart 
Baker, president, Bank of Manhattan Trust 
Company, that the offices of the Central 
Bank at 1440 Broadway and 1577 First 
Avenue have been taken over as offices of 
the Bank of Manhattan Trust Company. The 
other three offices of the Central Bank have 
been taken over as offices of the American 
Trust Company. Both of these companies 
are members of the Manhattan Company 
Group of which Paul M. Warburg is chair- 
man and P. A. Rowley, president. 


NEW YORK TRUST COMPANY 
APPOINTMENTS 


At the regular monthly meeting of the board 
of trustees of the New York Trust Co., 
Arthur M. Anderson of J. P. Morgan & Co. 
was elected a trustee. The following ap- 
pointments were made: Raymond G. Forbes, 
treasurer; Theodore C. Hovey, assistant vice- 
president, and David Graham, comptroller. 


CORNELIUS R. AGNEW RETIRES 


CorNELIus R. AGNEw, vice-president of the 
National City Bank of New York and of 
its trust afhliate, the City Bank Farmers 
Trust Company, retired July 1 after thirty- 
two years of continuous service with the 


latter institution. Mr. Agnew entered the 
employ of the Farmers’ Loan and Trust 
Company, now the City Bank Farmers Trust 
Company, in November, 1898, as a junior 
clerk, first in the trust department, then in 
the transfer and reorganization department. 
In February, 1900, he was made an assistant 
secretary and in June, 1909, was elected a 
vice-president. In January of this year he 
was elected a vice-president of the National 
City Bank of New York in charge of the 
City Bank Farmers branch, continuing also 
as a vice-president of the trust company. 

Upon his retirement from active business 
Mr. Agnew intends to devote his time to 
travel and philanthropic work. Born in 
New York in 1870, Mr. Agnew was gradu- 
ated from Princeton with the class of 1891. 
He is treasurer and member of the board of 
managers of the Presbyterian Hospital, the 
New York Zoological Society and the Army 
Relief Society, and trustee of the Westches- 
ter County Conservation Association, West- 
chester County Chamber of mmerce, 
Young Men's Christian Association and the 
Children’s Aid Society. He is a director 
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of the Albany & Susquehanna Railroad, the 
County Trust Company of White Plains, 
Fort Wayne & Jackson Railroad Company, 
Quincy Mining Company and the Detroit, 
Hillsdale & Southwestern Railroad. 


LONSDALE ELECTED DIRECTOR 
TEXAS & PACIFIC 


Joun G. LonspAtg, president of the Amer- 
ican Bankers Association and head of the 
Mercantile‘Commerce Bank and Trust Com- 
pany of St. Louis, has had one more busi- 
ness responsibility added to the _ increas- 
ingly long list which demands his attention. 
Recently he was elected a director of the 
Texas & Pacific Railway. 

The railroad field is one with which Mr. 
Lonsdale long has been familiar. For a 
number of years he has served as a director 
on the Missouri Pacific Railroad. His first 
intimate knowledge of railroading problems 
was obtained when, as a young man of 20, 
he constructed a 65-mile line between Hot 
Springs and Little Rock, Ark. His feat in 
obtaining a right of way, where others had 
failed, and his ultimate success in complet- 
ing his venture, although he started out 
single-handed, attracted so much favorable 
attention that he has been in demand ever 
since as an adviser in railway circles. 

Mr. Lonsdale has served as receiver in 
the Federal Court for the Little Rock, Hot 
Springs & Texas Railroad Company and as 
chairman of the Rail Consolidation Com- 
mittee of the American Bankers Association 
and the St. Louis Chamber of Commerce. 


DAILY NEWSPAPER FOR 
A. B. A. CONVENTION 


A FOUR-PAGE daily newspaper for conven: 
tion delegates will come into being during 
the 56th annual convention of the Ameri- 
can Bankers Association of Cleveland, 
September 29th to October 3rd. The new 
paper will be called “Daily Clearings” and 
during the convention it will be printed 
at night and delivered under the door of 
each delegate’s room in the morning, just 
as regular metropolitan dailies are delivered. 

The paper will be devoted entirely to 
convention news, summarizing the main 
convention features, and events of the day, 
and will contain photographs and sidelights 
on convention proceedings. 

The newspaper will not take the place 
of a regular printed program, but will 
function as an official organ of the con- 
vention. Through such a paper information 
can be given out to the large number of 
delegates expected at the convention, which 
could be gotten to them by no other means. 





First National Has Anniversary 


SIXTY-SEVEN years ago, on July 1, 1863, 
the First National Bank of Chicago opened 
for business. Immediately following the 
enactment of the national currency law, 
later known as the national bank act, a 
small group of prominent bankers and busi- 
ness men secured charter number eight from 
the national government. The bank's ex- 
istence has been continuous under one name. 

The bank's original capital of $205,000 
has grown to a capital investment of ap- 
proximately $75,000,000, and resources, as 
shown in the first published statement of 
$479,000, have developed with those of its 
affiliate, the First Union Trust and Savings 
Bank, to more than $600,000,000. The 
original staff of seven officers and employes 
has grown to more than 2,200 people. 

Five years after its organization, the 
bank built its own building at State and 
Washington streets, which was just becom- 
ing the center of Chicago business. The 
building was partially destroyed in the 
great fire of 1871, though the vaults and 
records of the bank remained intact. The 
building was restored and occupied until 
1882, when the bank moved to Dearborn 
and Monroe streets, occupying a new build- 
ing then considered one of the architectural 
wonders of Chicago. The present building 
was erected during 1903 to 1905 in two 
sections, and again enlarged by the addition 
of the building on the Clark street frontage 
in 1928. 

In the sixty-seven years of its existence, 
the bank has only had _ six presidents: 
Edmund Aiken, Samuel M. Nickerson, Ly- 
man J. Gage, James B. Forgan, Frank O. 
Wetmore and Melvin A. Traylor. 

It is particularly interesting that the 
anniversary of the bank and that of Mr. 
Traylor’s entrance into banking occur on 
the same day, July 1 of this year marking 
the twenty-fifth milestone in his career as 
a banker. 

In the official biography of Mr. Traylor’s 
life it is related that he began his banking 
career as cashier of a bank in Malone, 
Texas. The preceding episode in Mr. Tray- 
lor’s life, which heretofore has never been 
told, is that his banking career was started 
in the town of Hillsboro, Texas, for the 
munificent salary of nothing. 

It was a few days previous to July 1, 
1905, that Mr. Traylor decided that the 
Practice of law in Hillsboro was not so 
good. The vigilantes had made things 
rather safe for the citizens and law cus- 
tomers were few and far between. It was 
then that Mr. Traylor decided to try his 


hand at banking. He approached O. G. 
Bowman, cashier of the Citizens National 
Bank of Hillsboro, and asked for a job. 

Cashier Bowman was a banker of the 
old school and in addition was a hard 
boiled Texan, who wore a fierce Texan 
mustache which made his glower seem all 
the worse. ; 

“Bowman finally told me he would give 
me a chance,” related Mr. Traylor, “but 
he said that he didn’t think much of 
lawyers as bankers. We agreed that I was 
to start in as bookkeeper on July 1 to 
telieve the regular man who was going 
away on a vacation. As I started out the 
door filled with jubilation, Hard Boiled 
Bowman called me back. : 

“Bowman quickly added that, of course, 
the job was only a trial and consequently 
there wouldn't be any pay for me. I took 
the job anyway and twenty-five years ago 
today I chucked my law business and 


climbed up on the bookkeeper's high stool 
and began to wrestle with the intricacies of 
an old-fashioned Boston 
title and without salary. 

“I worked on the job during July and 


ledger, without 


August, and on September 1 Cashier Bow- 
man recognized my abilities by sending me 
to Malone, Texas, to be cashier of the 
Malone National Bank. Malone was a 
town of 150 inhabitants.“ 

Mr. Traylor, who was born in Breeding, 
Kentucky, October 21, 1878, spent his youth 
on the farm of his father, James Milton 
Traylor. He moved to Hillsboro, Texas, 
when he was twenty years old and worked 
in a grocery store in the day time. His 
evenings were devoted to the study of law. 

He was admitted to the Texas bar in 
1901, served a term as city clerk and 
soon after was appointed assistant county 
attorney of Hill county, which job he held 
for a year before taking up banking at 
nothing a week. 

In 1908, Mr. Traylor became vice-presi- 
dent of the Citizens National Bank of 
Ballinger, Texas, and when it was con- 
solidated with the First National Bank, 
he became president. In 1911, he went to 
East St. Louis, Illinois, as vice-president of 
the Stock Yards National Bank, and three 
years later came to Chicago as vice-president 
of the Live Stock Exchange National Bank. 
He was made president in 1916, and on 
January 1, 1919, he was elected president 
of the First Trust and Savings Bank, now 
First Union Trust and Savings Bank. He 
was elected president of the First National 
Bank in 1925. 
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MepLey G. B. WHELPLEY 
President American Express Bank and Trust Company 


R. WHELPLEY is the young president of a young 

institution. Of an institution in fact which is only 
about three months old but which in its brief career has 
achieved a standing comparable to many older institutions 
after decades of effort. On April 15, 1930, to be exact, 
Mr. Whelpley became the thirty-seven year old president 
and director of the American Express Bank and Trust Com- 
pany. This election came just eighteen years after he had 
left Coe College in Iowa to handle commercial credits for 
a Western manufacturer. 





Growth of American Express Bank 


June 30 Statement Shows Remarkable Growth 


FTER only ten weeks’ operation 
A* first statement of the Amer- 
ican Express Bank and Trust 
Company, New York, issued June 30, 
1930, shows total resources of $38,- 
782,461. On that date its deposits 
amounted to $19,192,146. 

The bank opened for business April 
15, 1930, with a paid in capital of 
$10,000,000 and a surplus of $5,000,- 
000. Since that time its deposits have 
accrued on an average of $2,000,000 
weekly and its undivided profits now 
equaling $129,965 have averaged about 
$13,000 per week. 

“Although the American Express 
Bank and Trust Company,” said Med- 
ley G. B. Whelpley, president, “is a 
young institution, it is an afhliate of 
a great organization—the American Ex- 
press Company — whose history and 
identity extend back more than eighty 
years. This company has long been 
identified with international financial 
business. In 1881 it established the 
domestic money order; in 1891 it de- 
vised the travelers’ cheque system and 
for many years it has been pre-eminent 
in the foreign exchange field in this 
country and in doing a general banking 
business in its foreign offices. A natu- 
ral and logical development of these 
various world-wide facilities was the 
formation of a bank to engage in gen- 
eral commercial banking. That such 
a co-ordination of domestic and foreign 
Organization as that of the bank and 
the American Express Company, is 
meeting the needs of American busi- 
ness firms, is evinced by the rapidly 
growing services of the bank in this 
field.” 

President Whelpley, whose portrait 
appears on the facing page, was de- 
termined from his boyhood days to be- 
come a banker. Leaving his commercial 
credit position in Iowa, he entered the 


Wharton School of the University of 
Pennsylvania. He next came to New 
York, the home of banking, and in 1915 
joined the Harris Forbes and Company 
organization. After the war he joined 
the staff of the Mechanics and Metals 
National Bank and in 1922 was elected 
vice-president. Four years later he be- 
came vice-president of the Chase Na- 
tional Bank. During the past two 
years he was principally engaged in the 
expansion program of the Chase Na- 
tional Bank. During this active ad- 
vancement in the banking field he found 
time to enter the Officers Training 
Camp at Plattsburg in 1917 and he ac- 
companied the American Expeditionary 
Force to Europe as Captain of the 305th 
Field Artillery, 77th Division, N. A. 

He has also found time to be presi- 
dent and a member of the board of 
governors of the Bond Club of New 
York. He is at present director of four- 
teen various companies. 


The condensed statement follows: 


RESOURCES 


Cash and due from banks .. 

Loans and bills purchased .. 

U. S. government securities. . 

Other bonds and investments 

Customers’ liability on accep- 
tances 

Accrued interest receivable .. 


$5,124,075.82 
23,072,878.74 
2,559,494.55 
6,973,351.90 


926,214.58 
126,445.46 


$38,782,461.05 


LIABILITIES 


$10,000,000.00 
5,000,000.00 
129,965.48 
781,021.44 


Capital 

Surplus 

Undivided profits 

Reserves: interest, taxes, etc. 

Discount collected but not 
earned 

Liabilities as acceptor, endorser 
or maker on acceptances 
and foreign bills 

Deposits 


40,566.42 


3,638,760.85 
19,192,146.86 


$38,782,461.05 
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Financial Advertising in 1929 


Reproducing 100 Representative Advertisements of the Year 


Edited by RICHARD F. DURHAM 
Managing Editor, THE BANKERS MAGAZINE 


What Leading Bank Advertisers Say: 


“Anyone interested in the development of banking or investment business 
should have a copy of this book.” ARTHUR M. DeBEBIAN, 
Chase National Bank of New York. 


“The selection of the individual advertisements indicates good discretion and the 
sum total of all these advertisements gives excellent variety.” 
A. E. BRYSON, 
Halsey, Stuart & Co., Chicago. 


“Just the type of book every financial advertiser will want to make a part of his 

library. . . . The most comprehensive cross section of financial advertising 

effort I have ever seen in one volume.” CHAS. H. MCMAHON, 
First National Bank in Detroit. 


“A distinct contribution to bank advertising progress.” 
F. W. ELLSWORTH, 
Hibernia Bank and Trust Company, New Orleans. 


“A remarkably good piece of work.” G. W. COOKE, 
First National Bank of Chicago. 


Published by 
Bankers Publishing Co., 71 Murray St., New York 


9x 12 ins. Sent on Approval Price $10.00 


Bankers Publishing Company 
71 Murray Street, New York, N. Y. 


Without obligation you may send me a copy of “Financial Advertising in 
1929” for five days’ Free Examination. Within that time I will either return 
the book, or remit $10 in full payment. 





How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 


AUGUST, 1930 


NOW — THE FIVE-YEAR BUDGET 


By I. I. SPERLING 


Assistant Vice-President, the Cleveland Trust Company 


HEN the banker 
buys an item of 
capital expense like 


a new building, he spreads 
the cost of it over a period 
of years. 

Of course, good, conserva- 
tive banking practice charges 
off lesser items like furniture 
as quickly as possible even 
in the current year, while 
recognizing that the value 
and use of them will spread 
over a number of years. 

So the banker up to now 
has had ample precedent for 
operating his advertising 
budget on a one-year basis, 
crediting (if any) and 
charging against the one-year 
appropriation. 

It will be conceded that 
advertising doesn’t operate 
on a one-year basis. Its ef- 
fects are cumulative and its 
gcod will work goes on long 
after the appropriation has 
been spent. Advertising, as 
has also been conceded, is 
an investment in good will 
that will be paying divi- 
dends when some equally ex- 
pensive piece of equipment 
will since have de- 
preciated or even become ob- 
solete in these scientific days. 

Of course that intangible 
quality about advertising and 

constitutes both 


long 


its advantage and its weak- 
ness. ‘There is not yet enough 
known about advertising to 
justify transposing it from 
the realm of common. sense 
into that of science. The 
vagaries of human nature 
make that impossible; at 
least up to the time of this 
writing. 

A contemporary _ philos- 
cpher advises the conserva- 
tive mind to keep alert by 
always questioning whether 
each old process or routine 
must necessarily be done that 
way. 


WHY NOT A FIVE-YEAR BASIS? 


And so I ask in the 
light of the foregoing: Does 
the advertising appropriation 
have to be a one-year affair? 
Why not put it on a five- 
year basis? 

If the banker should need 
a precedent for establishing 
a long-time program and ap- 


Don’t forget to be in 
on September 17 for 


Financial Advertisers Convention. 


propriation for advertising, 
let him see those institutions 
that are already charging off 
electric roof signs on a three 
to five year basis. 

Now the first thing a 
smart manufacturer (or his 
capable advertising agent 
persuades him to do) is to 
fix an ultimate objective 
within reason. He then 
charts his research, produc- 
tion and marketing program 
with that goal in view. Sub- 
sequently, adverse or unex- 
pected business conditions 
may cause him to vary or 
“detour” his original plan 
but he has at least made a 
reasonable and earnest at- 
tempt to reach his destina- 
tion by a direct route. He 
hasn't lived from year to 
year, blindly striving for 
something he hasn't fully 
seen, frequently changing his 
course and tactics. 

We know, of course, that 
the style and attack of 
a bank’s advertising has 
changed all too often under 
the pressure of this or that 


(Continued on page 267) 


Louisville, Kentucky, 
the opening of the 
For par- 


ticulars write Secretary Preston Reed, 
231 South La Salle Street, Chicago. 
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The Editor’s Page 


f ‘HERE appears to be 
an increasing tendency 
on the part of banks 

to encourage new business 
contests on the part of their 
employes and to reward 
those who are most success- 
ful with increased pay, cash 
prizes, etc. Many of these 
campaigns have been very 
successful and have resulted 
in a considerable amount of 
new business at compara- 
tively little cost. 

One is inclined to wonder, 
however, whether this move- 
ment may not in some cases 
be carried to too great an 
extreme. It is all very well 
to try to make all employes 
“sales conscious” but aren’t 
some of them in an excess 
of zeal, apt to do the bank 
more harm than good? 

Many of the best bank 
clerks are entirely lacking in 
the attributes of a good 
salesman and yet feeling 
that they will be judged by 
the new business results 
they can produce, they may, 
in going out for business, 
make nuisances of them- 
selves in a way that will not 
reflect credit on the bank or 
increase the good will of the 
public. 


OST housewives are 
M pestered by the 

young man who is 
“working his way through 
college” and consequently 
thinks you should subscribe 
to the “Pink Book” or some 
such periodical to help along 
the worthy cause. Sales ar- 


guments are based not on 
the worth of the “Pink 
Book” but the need for an 
education of the young so- 
licitor. The zealous bank 
clerk, hoping to win recog- 
nition as a new business 
producer will undoubtedly 
advance the same arguments 
and many a prospective de- 
positor may, in his heart of 
hearts, feel that this is hardly 
a good reason for his open- 
ing an account in the Go- 
getting National Bank. 


T would seem to this ob- 
server that while every 
employe should be kept 


familiar with the bank’s ad- 
vertising and should co 
operate by giving cheerful 
and courteous service, he 
should not be expected to go 
out crusading for new busi- 
ness. This is the job for the 
new business department 
which is supposedly manned 
by those well qualified for 
this particular type of work. 


ESTIMONIAL copy is 
[esi successfully used 

by the Union Industrial 
Bank of Flint, Mich. Photo 
graphs of ‘actual typical de- 
positors are reproduced with 
a statement telling what 
“the savings bank book has 
meant” to him. 


THE NAME 
OF THIS BANK 


*..-Mr Roosevel? arrived in his 
chaise to attend se mecting at the Bank” 


HIS wae io 178g and among the other Genile- 
] men who streaded that Directors’ Meeting of 
the BANK of NEW YORK were Alexander 
McDougsll, Witham Seton, Alexander Hamilton, 
Dame! McCormick, Willam Maxwell, Themes 
Randall, Necholas Low, Joshua Waddengron. Samee! 


IN KEEPING 
WITH THIS BELIEF 


Freakhe, Comfort Sands, Rober: Bowne, Johe 
Vanderbilt and Thomas B. Stoughton. “Ged aoe 
end goed worms” wes the expremion wed by Alex 
ander Hamilton we referring to the Boerd, made up 
ue it was of the mut Ammorable Merchaans wad Mee 
of Busnes ia the City 


BANK of NEW YORK and TRUST COMPANY 


o 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS $20,000,000 


48 Ware Strazetr. New Yorn 
Upewen Offer: Madmon Avenve at 65rd Street 


wen roar 

cuss wore 
memes 
mmern ont 


The Bank of New York and Trust Company is 
also using historical copy based on New Yorkers 


who were prominent in its early history. 


Note 


in the column to the right how the bank features 
its independent character which it pledges itself 
to maintain in the future. 
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(Continued from page 265) 


oficer’s demand for “some- 
thing new” regardless of 
whether the current cam- 
paign is good or has had 
time enough to make itself 
effective. (I aways recall in 
this regard the remark of an 
advertising sage who said in 
effect: “When the elevator 
man begins to notice and 
comment on your advertis- 
ing—then and only then has 
it begun to percolate through 
the masses. Hold fast to 
that which is good.”) 

Advertising men come and 
go—so do bank officials— 
but like Tennyson’s brook or 
the inexorable law of the 
theater “the bank must go 
on forever.” The consistent 
growth of the bank will not 
be jeopardized by changing 
horses or campaigns in mid- 
stream—if the president and 
the board have clearly in 
mind the high road to he 
traveled. 

So may I allay your in- 
stant fears and suggest that 
you do not necessarily allot 
your advertising department 
at once the equivalent of a 
five-year appropriation? 

Rather, settle upon the 
total cost of an advertising 
and selling program which 
might reasonably be expected 
to bring you the amount of 
growth you hope to achieve 
in five years. 

Look to your trend lines. 
Chart the increase of your 
deposits, for example, for the 
last ten years. Then con- 
tinue the line at its normal 
curve. After that, flatten it 
a bit to discount unexpected 


conditions (including possible 
mergers, business depressions, 
etc.). You know about 
what it has cost in promo- 
tion expense to get what de- 
posits you already have—it’s 
a simple matter to estimate 
what the anticipated five- 
year growth might cost. 
Having arrived at the five- 
year figure, give your adver- 
tising department one-fifth 
of that amount to spend this 
year. If conditions justify 
increasing or decreasing the 
budget next year, act ac- 


adi 
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cordingly—but have the long 
pull always in mind. 

It will be a disconcerting 
question to most bankers to 
ask “What does your bank 
hope to accomplish in the 
next five years?” That sort 
of a poser prompted this dis- 
cussion after I had blushed, 
gulped once or twice and 
stammered rather lamely, 


“Why, to get all the busi- 
ness we can.” 

So I wrote this thinking 
you might like to be saved 
that kind of a jolt. 


N 
The Master of Astoria 

There was nothing more pleasing to John Jacob Astor 
than the visits of distinguished groups of men who came, 
during the summer months, to enjoy the congenial atmos- 
phere of his country-seat on the Manhattan banks of the East 
River overlooking the Astoria of today. Here came Mr. 
Coggeswell, the learned editor of the New York Review, who 
was to tour the book marts of the world in the interests of 
the Astor free library, and Mr. Hone, the merchant-mayor, 
whose labors as a diarist were to crystallize for later generations 
the life of his time., Here, too, came the younger aspirants 
to literary fame—James Paulding, Fitz-Greene Halleck, and 
Washington Irving. 


The Astor estate, then known as “Astoria,” was to be 


particulasly 


rich in memories of Irving. For it was here, 


under the trees still standing in Carl Schurz Park, that Mr. 
Astor told the celebrated author of his pioneer travels into 


the region of the Great Lakes and Canada, and of his dream 
of empire beyond the Rockies. And it was in the great white 


endants we are proud to nun. 
ber among the valued patrons of this 
insatunon, 


mansion house that Irving composed the chapters of his book 
Astoria, in which he paid a lasting tribute to a great merchant 
and public benefactor. 


In appointing the Bank of Manhattan Trust Company as Executor and Trustee under 

your will you enlist the faithful cooperation of an institufion which has always 

enjayed the patronage of leaders in every desirable phase of a great city's life. 
Send for our booklet, “ Your Will” 


BANK OF MANHATTAN TRUST COMPANY 


The Bank of Manhattan Trust Company is running a 
series of historical ads featuring the various old New 
Yorkers whose signatures appeared in the bank's first 


“dividend book.” 


The one reproduced above features 


John Jacob Astor. 





RR 


268 


HOW BANKS ARE ADVERTISING 


A BOOKLET, unusually compre- 
hensive in its scope, has been 
recently issued by the Amer- 
ican Express Bank and Trust 
Company of New York. It has 
a trim size of 33%4 by 8% and 
bears the title “Banking Fa- 
cilities’ with a sub-title which 
reads: ““A summary of the Serv- 
ices of an _ Institution with 
World-Wide Affiliations Offer- 
ing Every Service Consistent 
with Sound Banking Principles.” 
The various features described 
have projecting red tabs which 
catch and hold the eye. The 
subjects tabbed are:  Back- 
ground; Commercial Banking; 
Foreign; Personal and Corporate 
Trusts; Investments; Safekeep- 


ing; Compound Interest; Direc- 
tors. Well written, well 
planned and attractively printed. 


RECENT newspaper advertising 
of the Central Hanover Bank 
and Trust Company, New York, 
features a booklet entitled ““How 
a Central Hanover Plan May 
Increase the Net Value of Your 
Estate.” The advertising con- 
tains a coupon to be filled in in 
order to secure the booklet and 
also a blank line to be filled 
out to show the approximate 
value of the estate. The book- 
let itself, which is very attrac- 
tively printed in 7/2 by 10% 
size, enumerates ten ways in 
which a Central Hanover Es- 


RIDE THIS "MAG/C CARPET‘TO INDEPENDENCE LAND... 


lO ATTRACTIVE FEATU RES 
of a Bank of Italy 


SAVINGS ACCOUNT 


It is safeguarded by the statewide’ diversified resources of the largest 
financial institution west of Chicago. ¢ ¢ It is a/ways worth 100 cents 
on the doHar. ¢ It earns a consistent, fixed rate of interest which 

is compounded every six months. ¢ ¢ It is more than an invest- 
ment...it is a deposit of funds which may be withdrawn at 

full face value. * * It gives you credit standing in 166 cities 

of California. * It provides a statewide banking connec- 

tion. ¢ ¢ It permits economical buying on a cash basis. 


Convenient 
Installment 
LOANS 
This bank makes 
installment loans, 
repayable on a 
weekly, monthly or 
other periodic basis 


 ¢ It provides a financial reserve that may pave the 
way to independence.*¢It can be built up by 
casy installments. ¢¢ It gives you prestige, 
poise, power, self esteem and confidence. 


Bank of Italy 


A NATIONAL BANK 


The Bank of Italy puts over the romantic appeal of a 
savings account by comparing the savings book to the 


magic carpet.” 


Note the way its 
service is tied ‘up with its savings account copy. 


installment loan 
A well 


balanced combination of illustration and type. 
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tate Plan will provide for a 
more economical handling and 
distribution of an estate. Spe: 
cific illustrations are given jn 
each case. At the back of the 
booklet is a confidential ques: 
tionnaire to be filled out by the 
prospect, giving such informa- 
tion concerning his estate as 
will enable the trust company 
to prepare a plan which it of- 
fers to submit without any cost 
or obligation. The whole cam 
paign is very carefully prepared 
and thought out and we under- 
stand has been productive of 
very satisfactory results. 


One of the most attractive 
house organs that comes to the 
desk of the editor of this de- 
partment is that issued by the 
Vermont-Peoples National Bank 
of Brattleboro, the title of 
which is “with interest.” It 
consists almost entirely of pic: 
tures of local interest, well re- 
produced, with descriptive cap- 
tions. The cover of the July 
issue is a photograph of an old 
Vermont covered bridge—one 
of the few left outside of 
Henry Ford's collection. 


A RECENT issue of the house 
organ of the Austin National 
Bank, Austin, Tex., shows a 
picture of “Mr. Brown” at the 
teller’s window receiving what 
looks to be a generous roll of 
bills. “How will you have it, 
Mr. Brown?” says the teller. 
“Four fives and the rest in 
twenties, please.” “Going far?” 
“About fifteen hundred miles 
there and back. ‘Car's all 
greased and shined up, grips are 
packed, and the family is wait: 
ing outside. Now for two 
weeks of fun! “Glad you 
started to save for your vacation 
last May, aren't you, Mr. 
Brown?” “You said it! Well, 
so long!’ Good advertising for 
the vacation savings accounts. 


THe Cedar Rapids Savings 
Bank and Trust Company has 
for some years been publishing 
a monthly house organ called 
the “Cedar Rapids Savings Let 
ter.” An item in a recent issue 
says: “Much to our regret we 
seem to have little opportunity 
to see and visit with each of 
many customers. There is one 
way, however, in which we can 
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keep you in closer touch with 
your Bank: that is, through the 
pages of this little magazine. 
This publication is part of our 
hanking service, and we hope 
you have come to know us 
better by reading these pages 
from month to month; also that 
you are now familiar with the 
many ways in which you can 
use your Bank.” An excellent 
statement of the purpose of a 
house organ. 


Tue Girard Letter, published 
by the Girard Trust Company 
of Philadelphia, recently pub- 
lished its tenth anniversary 
number. In this number the 
bank points out that whereas 
the Letter was originally in- 
tended to be issued at “‘oc- 
casional intervals” it has now 
come to be issued “nearly every 
month” and its circulation has 
changed from being limited to 
customers of the bank to in- 
clude thousands of readers not 
customers of the bank who re- 
auested to be put on tthe list. 
It now circulates in every state 
of the Union and in forty-eight 
foreign countries. The Letter 
discusses mostly Philadelphia in- 
dustries and institutions, as well 
as occasionally national and in- 
ternational matters. 


Unper the caption, “A wise 
and Eminent Lawyer Advises—” 
the Cleveland Trust Company 
reprints in a small folder a 
letter written by a lawyer to a 
young woman who had recently 
lost her husband. She was left 
with two small children and a 
comparatively small amount of 
capital with which to readjust 
her life. What capital she was 
to have would shortly be avail- 
eble to her in a lump sum and 
the lawyer in his letter sets 
forth to her the arguments for 
her going to a trust company 
and establishing a trust with 
this sum rather than trying to 
handle it herself. 


THE travel bureau of the Mel- 
lon National Bank, Pittsburgh, 
must be responsible for a lot 
of restlessness this summer. The 
travel folders issued by this de- 
partment are calculated to give 


the wanderlust to the most con- 
firmed stay-at-home. 


A RECENT editorial in Printers’ 
Ink under the heading ‘Adver- 
tising and the Banker” says: 
“Advertising needs the banker 
today—needs his influence, his 
friendship, his good-will. And 
it may be well for advertising 
to remember that he is to be 
won, not with noise and bom- 
bast, but with clear thinking, 
sound logic, and the evidence 
of real achievement.” 


—fem 
THE New YORE TIMES 


a 
2 gu 

July 3, 1930 ‘it 
Tue 


We are reproducing this clip- 
ping from the New York Times 
toemphasize that people lose money 
by not having regular reviews of 
their securities. 

Not only must securities be kept 
safe from fire and theft; they must 
be watched for ‘‘called bonds", 
“rights to subscribe’; coupons 
must be clipped; dividends re- 
ceived and deposited. Also, peri- 
odic review of the companies on 
which the securities are based must 
be made. 


Such reviews are highly importans. 
There are companies called “* Inwest- 
ment Counsellors” who receive high 
retainers tu do nothing else. 





THE committee on joint adver- 
tising of the Minnesota Bank- 
ers Association has prepared a 
series of bank advertisements 
for the use of its members that 
may be used by banks in- 
dividually or by banks jointly 
These advertisements are educa- 
tional in their nature and de- 
signed to familiarize the public 
with the various services avail- 
able through banks. They were 


L, is Not 
Enough, Just 
to Buy Good 


Securities. .” 


... they need 
constant 
supervision 


ACUSTODIAN ACCOUNT with this 
Company will do all of these duties 
for you. In addition, your securi- 
ties will always be subject to your 
written or telegraphic order, for 
delivery and sale—highly import- 
ant in case you are traveling. 


Frankly —the fees for this service 
are so low the Bank has not adver- 
tised it extensively. We perform it 
more as a service to people whose 
wills and estates we are soliciting. 
It’s the best demonstration we can 
give during their lifetime of how 
well we can handle their affairs as 
executor-trustec, 


services in one, all for @ nominal fee. Stop in or write for 


Why don't you tube advantage of this? It combines many 
folder CUSTODIAN ACCOUNTS whech lists this fee. 


FIDELITY UNION 


TRUST COMPANY 


Member Fec 


wal Reserve System 


NEWARK, NEW JERSEY 


By the clever use of a newspaper clipping the Fidelity 
Union Trust Company shows why “to buy good 


securities is not enough.” 


One of the best examples 


of custodian account copy that has come to our at- 
tention. 








“Modern education neglects almost 
entirely some of the important things my son should 
learn . .. the value of money as earning power... the 
nature of risk . . . 1 am trying to find « way to teach him." 


Mr. M. wants his boy 
fo be an INVESTOR at 21 


R. M. is only one of many fathers who are troubled by the 
implications of the old saw: “Shirt sleeves to shirt sleeves in 
three generations.” Yet, he has gone further than the majority of 
men in his determination to guard his son, now twelve years old, 
against the financial follies that have bankrupted many families. 
The boy has had for some time a thrift account in his own name 
and a bond from which he clips the coupons. But still Mr. M. is 
not satisfied. He says: “While this may help develop a sense of 
financial responsibility, it does not teach the necessity of discrimina- 
tion in investments. I want my boy to learn ig his formative period 
a respect for the principles of sound investment management and 
the means necessary to carry them into effect... especially the need 
for painstaking analysis and good advice.” 


He is now planning to establish a Voluntary Trust Fund for the 
boy with the Irving. Whenever sufficient dividends and interest 
accumulate for reinvestment, or when he decides a change in hold- 
ings is desirable, he will discuss his conclusions with his son, showing 
him the data on which they are based. Occasionally they will go 
together into the bank to obtain counsel. 


He judges from his previous experiences with the Irving that he 
will find there a symputhetic understanding, even with such an 


unusual experiment. 


IRVING TRUST COMPANY 


Note the combination 


illustration in this 


ad which makes it possible to show Mr. M. 
and his vision of his boy in the same pic- 


ture. Recent 


advertising of 


the Irving 


Trust Company has been featured by an 
unusual use of illustration. 


prepared in co-operation with 
the Minnesota Editorial Associa- 
tion and both mats and plates 
are available through local 
newspapers so as to assure uni- 
form typography. 


THe Old National Bank and 
Union Trust Company of 
Spokane, Wash., recently took 
an “audit” of its customers to 


find out which of its various 
services were most appreciated. 
It discovered that particular em- 
phasis was laid by many cus- 
tomers on the bank's “invari- 
able practice of keeping con- 
fidential the business and bank- 
ing relation of every patron of 
every department.” Describing 
this feature in a later news- 
paper advertisement the bank 
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states: “Every employe, from 
messenger to the chairman of 
the board, has taken a pledge— 
and renews it annually—to keep 
sacredly confidential ll in- 
formation coming to him in the 
course of his employment re- 
garding loans, accounts, de- 
posits, withdrawals, wills, busi- 
ness transactions or pending ne- 
gotiations of any kind. He 
has agreed, in writing, that 
violation of any pledge makes 
him liable to dismissal from the 
service.” 


Tue First National Bank and 
Trust Company of Tulsa, Okl., 
used recently page space in a 
petroleum publication to give 
publicity not to itself but to 
the School of Petroleum En- 
gineering of the University of 
Tulsa. Interesting replies were 
received from all parts of the 
world. 


How a motion picture film is 
arousing interest in life insur- 
ance trusts was told at the re- 
cent convention of the South 
Carolina Bankers Convention by 
J. H. McGee, trust officer of 
the South Carolina National 
Bank of Charleston. The film 
is entitled “Vanishing Fortunes” 
and was produced by the Phoe- 
nix Mutual Life Insurance Com 
pany. Mr. McGee has been 
showing the film all over the 
state before women’s clubs, 
luncheon clubs, etc., preceded 
by a talk on life insurance 
trusts. The film tells a human 
interest story showing the value 
of trusteeing insurance. 


BEAUTIFUL reproductions of the 
four mural paintings which 
adorn the walls of the main 
office of the First National 
Bank of Boston have been sent 
by the bank to many of its 
customers. These are so um 
usually well reproduced that 
many of them have been framed 
and hung in homes and offices 
of the bank’s customers. 


Mutua. savings banks of 
greater New York have started 
a car card campaign in surface 
car lines and commuting trains. 
The campaign will last for six 
months and copy will 

changed monthly. The first 
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card urges the reader to “Buy 
$1000 on Easy Terms.” $3 a 
week buys it in 534 years; $5 
a week in 3% years and $10 
a week in 1 5/6 years. The 
advertising is all signed “The 
Savings Banks of the Metro- 
politan Area.” 


In Cambridge, Mass., the Har- 
yard Trust Company has been 
sponsoring a series of exhibits 


of the American State Bank of 
Detroit, has been promoted to 
the position of assistant vice- 
president. 


THE Independence Shares Cor- 
poration, Philadelphia, has ap- 
pointed the office at that city of 
Rudolph Guenther-Russell Law, 
Inc., advertising agency, to di- 
rect the advertising of Inde- 
pendence Trust Shares, an in- 


vestment trust. Newspapers 
and general and financial maga- 
zines will be used. 


A. R. FurnisH, formerly ad- 
vertising and new _ business 
manager of the Louisville Trust 
Company and the National 
Bank of Kentucky, has been 
made vice-president in charge 
of advertising and new business 
development. 





of the products of local manu- 
facturers and merchants which 
are displayed in the lobbies of 
the bank's various branches. 
These exhibits have attracted 
much favorable interest and 
have given the public a much 
better understanding of the | @ 
local industries. Needless to " 

say, the manufacturers who have j 
exhibited appreciated the op- 
portunity offered by the bank. 


‘ BANK AND TRUST COMPANY IN THE WEST SX 
Establish A SX 
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PrestON REED, the executive \\ 


: - Py 
secretary of the Financial Ad- 
vertisers Association, was one 


9 . . 
of the speakers at the recent #3 A Doctor S Prescrip tion 
Denver convention of the Amer- 
ican Institute of Banking. His for a Bank to Fill shad lai 
subject was “How to Build an 
Advertising Budget for a Bank.” 


The doctor ordered an immediate change of climate. A simple 
prescription . . . yet under other circumstances it might have 
proved hard to fill. 


Fortunately for this woman her husband's life insurance had 
been carefully conserved . . . in trust. And now, though the in- 
come alone was not enough to cover this special expense, the 
bank, as trustee, was able to meet the emergency promptly 
with funds from the principal. 

If, besides the everyday needs of your dependents, you would 
make sure provision for the unusual, investigate the Life In- 
surance Trust. 


Harotp B. Ketty, formerly 
with the Elyria, Ohio, Chron- 
icleTelegram, has joined the 
advertising department of the 
Cleveland Trust Company. 


Tue Capital Bank, recently or- SAFEGUARDING YOUR FAMILY’S FUTURE 


ganized at Cleveland, has ap- 
pointed ByerlyHumphrey & 
Prentke, Inc., advertising agency 
of that city, to direct its ad- 
vertising account. Newspapers 
and direct mail will be used. 


Tue National Shawmut Bank 





Under a Life Insurance Trust agreement, the Bank collects and invests 
the proceeds of your life insurance policies . . . pays regular, worry-free 
income to your dependents . . . and disburses cash sums from the princi- 
pal to meet special emergencies or contingencies. By arranging a Life 
Insurance Trust, you guard your wife and children against their own 
lack of business experience and the mistaken advice of friends . . . you 
give them a protector possessed of unusual powers, a wealth of human 
experience, and practically perpetual life. The Life Insurance Trust 


costs little in operation and does not interfere with your power to bor-: 


rou’ on your policies. Write or call today for the interesting booklet, 


“Carrying on the Family Income.”’ 
of Boston, has appointed the 


Blackman Company, New York, 


; Thus se 
to direct its advertising account. 


SPAR TERA UT 


Wells Fargo Bank 
Union Trust Co. 


Market at Montgomety ¢ SAN FRANCISCO ¢ Market at Grant me 


Good trust copy with a very effective heading which 

compels attention. “A Doctor's Prescription for a 

Bank to Fill.” When this heading catches the eye 
few readers can pass by without reading further. 


Wituam H. Neat, 
public relations department, 
Wachovia Bank and Trust 
Company, Winston-Salem, N. 

addressed the Southern 
Trust Company recently on the 


subject of personal solicitation 
of trust business. 


manager 


STANLEY M. Davis, in charge 
of advertising and new business 





Current Banking Problems to be 
Discussed at A.B.A. Convention 


LTHOUGH a program of wide 
Az and varied appeal is the 
aim of the American Bankers 
Association for its annual convention, 
at every convention there are one or 
more banking problems of such current 
interest that they are discussed almost 
to the exclusion of all others when 
groups of the delegates talk informally. 
The Headquarters Convention Com- 
mittee has listed six which it deems of 


J. R. Kraus 


Mr. Kraus, vice-chairman of the board 
of directors of The Union Trust Com- 
pany, Cleveland, was one of the 
Cleveland bankers who were instru- 
mental in bringing the 56th annual 
convention of the American Bank- 
ers Association to his home city. He 
is a past president of the Reserve City 
Bankers, and is now chairman of the 
executive committee in charge of 
preparations for this year’s conven- 
tion. It is said that his acquaintance- 
ship extends from coast to coast and 
that he can enter a bank in almost 
any city or town and receive a cheery 
greeting. 
272 


primary importance this year and, 
while they will doubtless be included 
in the program proper along with other 
subjects, they will certainly hold the 


E. B. GREENE 


Mr. Greene went to work for The 
Cleveland Trust Company more than 
30 years ago, and has worked his way 
up to the position of chairman of the 
executive committee and director of 
the organization he helped to build. 
In addition to extensive business in- 
terests, he has served as president of 
the Bankers Club of Cleveland and 
of the Cleveland Chamber of Com- 
merce, and is actively interested in 
Cleveland’s civic and philanthropic 
organizations. 


center of the stage in informal dis 
cussions when the association holds its 
annual convention in Cleveland, Sep- 


tember 29-October 3. These six sub- 
jects are: Interest rates, group and 
branch banking, investment _ trusts, 
mergers and personnel adjustment 
problems, corporate trusts, and banking 





Fairfield County Savings Bank, Norwalk, Conn. 


HE increasing business of this thriving institution 

made expansion necessary. The banking quarters 
were enlarged and remodeled giving the bank ample 
facilities to take care of its expanding business. 


HOLMES & WINSLOW 


Specialists in Bank Architecture 
and Interior Equipment Complete 


153 East 38th Street New York 





View of a newly designed vault door and vestibule with a 
section of the wall cut away, showing the re-enforcing rods 
projecting into the interlocking channel section of the vestibule 
and tying into the heavy ribs of same. After the pouring of . 
the concrete, this vestibule becomes an integral part of the wall. 


SS 


¢Manufactured and Installed by 


Herring-Hall-Marvin Safe Go. 


Factory— Hamilton, Ohio 


New York Chicago San Francisco Birmingham Boston 
St. Louis Los Angeles 


The Herring-Hall-Marvin Safe Co. for nearly a century, has built and will 
always continue to build the same undeviating quality into its product. 
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profits. The answers to all six, says 
the committee, will be given at the 
convention. 


Harris CrEECH 


Mr. Creech, president of the Cleve- 
land Trust Company, has risen from 
a position as utility man in a small 
bank. He has served as president 
since 1923. His conferences with his 
co-workers are open discussions where 
every man is urged to offer criticism 
and suggestions. Mr. Creech takes 
an active part in the civic affairs of 
Cleveland, and is a member of the 
Federal Advisory Council. 


In addition to preparing for the 
exchange of ideas on current banking 
subjects, the Cleveland convention com- 
mittee is planning social events that 
will, it prophesies, make the meeting 
a vacation as well as a convention. 
For the delegates, a golf tournament 
has been planned as a concluding en- 
tertainment feature. Polo games have 
been arranged for one evening and 


boxing matches will occupy another 
evening, 


A large number of delegates’ wives 
are expected to attend the convention 


available to 
luncheon or dinner-bridge parties. 


and a committee of forty-five wives of 
Cleveland bankers, headed by Mrs. J. 
Arthur House, is planning special enter- 
tainment for them. A drive through 
the metropolitan park area to tea at 
a country club, a fashion review and 
tea, and a grand ball, are expected to 
prove attractions to many of the women 
visitors. The women’s clubs, including 
the Intown Club, Shaker Club, Athletic 
Club and Women’s City Club, will be 


J. ARTHUR HousE 


Mr. House, president of the Guardian 
Trust Company since 1917, has been 
a member of the organization since 
its inception 36 years ago. He is a 
past president of Trust Company Di- 
vision of the American Bankers Asso- 
ciation and of the Bankers Club of 
Cleveland; director, Goodyear Tire 
and Rubber Company, Cleveland 
Builders Supply and Brick Company, 
Standard Textile Products Company, 
Nickel Plate Railroad; trustee of 
Ohio Wesleyan University, Lakeside 
Hospital, St. Luke’s Hospital and 
University School. 


the women guests for 


According to the convention com- 
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mittee, “Many who are not acquainted 
with Cleveland do not know what 
delightful vacations are available to 
visitors to Cleveland and Northern 


H. C. Rosinson 


Mr. Robinson, senior vice-president of 
the Guardian Trust Company, Cleve- 
land, has, for a number of years, been 
chairman of the Committee on Pro- 
tective Laws of the Trust Company 
Division of the American Bankers 
Association. He is also president of 
the Hotel Hollenden Company; the 
Fertiluvia Corporation of America; 
Vincent Building Company; Industrial 
Sites Company; vice-president, the 
New England Company, Inland In- 
vestors, Inc.; director, Cleveland 
Worm and Gear Company; Hinde & 
Dauch Paper Company and the Wil- 
liam Edwards Company. 


Ohio. Early explorers found the roll- 
ing wooded hills bordering on Lake 
Erie thoroughly pleasing. Their de- 
scendants have found it equally pleas: 
ing and have settled by thousands 
along the shores of Lake Erie to enjoy 
its cool, invigorating breezes during the 
summer months. Much of the woods 
remain, and many former clearings 
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have been replanted to native trees 
which now have grown up, lending to 
a settled territory the charm which 
only trees can impart to landscape. 
Clevelanders have been quick to see 
the advantages of the surrounding 


territory and large tracts are now de- 
voted to fox hunting and parks. Smooth 
sections of turf have been laid out for 
polo games, and bridle paths through 


ALLARD SMITH 


Mr. Smith, executive vice-president of 
the Union Trust Company, con- 
ceives the modern bank as a public- 
spirited corporation with obligations 
to the public and the city which it 
serves. In line with this belief, he 
has served for two years as president 
of the Cleveland Chamber of Com- 
merce, and for three years was chair’ 
man of the Industrial Division of 
Cleveland's Community Fund. Mr. 
Smith, as chairman of the Entertain- 
ment Committee, is in charge of the 
recreational features of the A. B. A. 
Convention. 


woody parks offer many attractive 
horseback rides. 
“In this territory about Cleveland 


are many finely developed golf clubs, 
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with beautiful club houses and well- 
planned courses. Country _ estates 
abound, enjoying the advantages of 
the untouched countryside. Yet all 


JOHN SHERWIN, Jr. 


John Sherwin, Jr., president of the 
Midland Bank, bears a name long 
prominently identified with finance 
and industry in Cleveland. His father, 
John Sherwin, is a director of the 
bank and is a member of the board 
of many large corporations. Presi- 
dent Sherwin was graduated from the 
Sheffield Scientific School of Yale 
University in 1923 and shortly after- 
ward entered the employ of the Union 
Trust Co. in a minor capacity. Within 
two years he had been made vice- 
president of that institution and in 
1929, when the Midland Bank was 
organized, he became president. 


these beauties are readily accessible to 
city dwellers by well paved roads. 
“The City of Cleveland itself has 
much to offer to visitors. The museum 
of art is one of the finest in the 
country, and its public library is the 
third largest in the United States. The 
new Terminal station with its shops, 
ofhces and hotel in its fifty-two-story 


building offers a study in city planning. 
One of the most interesting places in 
the terminal area is the “home in the 
sky,” a completely furnished home on 
the fourteenth floor of the Builders 
Exchange. The Shaker Square de- 
velopment on the Rapid Transit Line 
east from Cleveland is a model much 
sought after by planners of such de- 
velopments, and is well worth a visit. 
Downtown again, the Federal Reserve 


E. E. BARKER 


Mr. Barker, vice-president of the Mid- 
land Bank, was for ten years vice- 
president of the Continental National 
Bank and Trust Co. of Chicago, 
where he specialized in the work of 
the credit department. For three 
years, from 1915 to 1918, he was 
with the Illinois Trust and Savings 
Bank of Chicago. He became vice- 
president of the Continental National 
Bank & Trust Co. in 1926 and in 
March, 1929, he came to Cleveland 
as vice-president of the Midland Bank. 


Bank, the Union Trust Company, the 
new Midland Bank, and the Cleveland 
Trust Terminal office will be of interest 
to delegates to the convention.” 





A Sheik Opens a Bank Account 


How the Ruler of a Town on the Persian Gulf Came to Be a 
Depositor of the Bank of Manhattan Trust Company 


HMAD al Jabir al Sabah is the 
A of Kuwait. He is not the 
figment of a poet’s imagination, 
nor is his domain a mirage in the desert. 
‘Ahmad is a depositor in the Union 
Square office of the Bank of Manhattan 
Trust Company, New York, and _ his 
home town, as anyone may see on the 
map, is at the upper tip of the Gulf of 
Persia, on the edge of the Arabian 
Desert. 

How he came to be a depositor is a 
tale which may interest banking readers. 
It was told early this month at a col- 
lege fraternity luncheon by Dr. Francis 
M. Potter, treasurer of the Board of 
Foreign Missions of the Reformed 
Church of America, who recently re- 
turned from the East. 


KUWAIT HAS ANCIENT TRADITIONS 


Kuwait, like other Arabian commu- 
nities, has traditions reaching as far 
back as written history goes. It is 
near the cradle of civilization. Not far 
across the desert are the sites of Nine- 
veh, Babylon, Ur of the Chaldees and 
other places where people lived in a 
high state of social development five 
thousand years ago. 

The Arabs are there now, and 
Ahmad is their Sheik. Their religion 
is Mohammedan, as everyone knows, 
and their custom is to regard other 
faiths with scant tolerance. But they 
do have respect for the actions of 
others and are not slow to recognize 
friendly service. 


OLD PREJUDICES ARE OVERCOME 


It happened, not long ago, that a 
prominent Arab of Kuwait fell ill. The 
native medical skill was inadequate. 
He did not improve. But it was known 
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that an American physician was in a 
nearby place. True, he was a mission- 
ary, but he was sent for. He cured 
the ailing Arab. The incident did not 
escape the attention of Ahmad. 

It set him to thinking. If these mis- 
sionaries had medical knowledge and 
skill superior to that of his own people, 
why not ask them to come in? He did, 


H. E. AHMAD AL JABIR AL SABAH, 
C. I. E., Amm oF Kuwait. 


with the result that a hospital was es- 
tablished and equipped. 

Dr. Potter, who was connected with 
the establishment and operation of the 
hospital, had many conversations with 
the Sheik. The value of the medical 
service to the community was recog’ 
nized and the spirit of service shown 
won the confidence of the Arabs. 
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FURTHER ASSISTANCE IS SOUGHT 


It occurred to the Sheik that these 
men and women from America might 
know of other things that would be of 
value to the people of Kuwait. He 
inquired about some of America’s prod- 
ucts—automobiles, refrigerating machin- 
ery, etc. He asked Dr. Potter whether 
he could arrange to buy him an auto- 
mobile with the driving gear on the 
right side. The missionary arranged 
the purchase and delivery. The ma- 
chine proved so useful that another 
was ordered. 

Then Ahmad thought that it would 
be good to have a machine that would 
make ice, for the sun shines hot on 
Kuwait. Dr. Potter again managed the 
purchase and installation. 

Now, in the process of purchasing 
these modern American machines, it was 
discovered that there was a certain in- 
convenience in arranging the attendant 
financial transactions. Dr. Potter, too, 
was returning to the United States. 


Ahmad would need other things from 


What should he do? 


that country. 
THE ACCOUNT IS OPENED 


The Sheik, being a direct man, and 
having full confidence in the American 
missionary as well as a lively apprecia- 
tion of his service, sent a round sum 
to Dr. Potter to cover future purchases 
in this country. 

“With this,” said Dr. Potter, “I 
opened an account for Ahmad al Jabir 
al Sabah at the Bank of Manhattan 
Trust Company, and informed him 
that he could check upon it as needed.” 

This, briefly, is the story of the 
awakening of a modern Arab Shiek 
from his deep dream of peace and of 
how he came into friendly relationship 
with strange people on the other side 
of the world who, though not Moham- 
medans, had shown him that they, too, 
followed the best tenets of his own 
faith and could do things for him and 
his people which they had been unable 
to do for themselves. 
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MERCANTILE-COMMERCE 
PROMOTIONS 


THE promotion of seven employes of the 
Mercantile‘Commerce Bank and Trust Com- 
pany of St. Louis was announced recently. 

W. Heuermann was advanced from 
assistant treasurer to cashier. Mr. Heuer- 
mann began his banking career in the 
passbook department of the Lincoln Trust 
Company in St. Louis in 1900. In 1904 
when the Missouri Trust Company and 
the Lincoln Trust Company were con- 
solidated he served as a bookkeeper with 
the new institution. In September, 1907, 
the Mercantile Trust Company absorbed the 
Missouri-Lincoln Trust Company and Mr. 
Heuermann served the enlarged bank in 
various capacities, including teller. He was 
an assistant treasurer in 1922 and retained 
that post a year ago when the Mercantile 
Trust Company and the National Bank 
of Commerce merged. 


Frances M. PEARCE 


Miss Pearce, who is with the Federal 
American National Bank of Wash- 
ington, won first prize in the annual 
essay contest conducted by the Dis- 
trict of Columbia Bankers Associa- 
tion. The prize was a trip to Ashe- 
ville, N. C., to the annual convention 
of the association where she read her 
paper, the title of which was “My 
Job—My Duties.” In it she describes 
how to be of the greatest service to 
the bank by helping to increase earn- 
ings and reduce expenses. 
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From left to right: W. L. Rehfeld, E. L. Black and G. H. Kleinschmidt, newly 
elected assistant vice-presidents, Mercantile‘Commerce Bank and Trust Company, 


St. Louis. 


In the new promotions, the position of 
assistant vice-president was created and 
three assistant treasurers were advanced to 
that post as follows: 

E. L. Black, who began his career as an 
office boy for the Mercantile Trust Company 
in 1907. Since that time he had served 
as assistant secretary, assistant counsel and 


F. W. HEUERMANN 


Recently elected cashier, Mercantile- 
Commerce Bank and Trust Company, 
St. Louis. 


assistant treasurer before becoming assistant 
vice-president. 

G. H. Kleinschmidt, who began as a 
stenographer in the credit department of 
the National Bank of Commerce in 1905. 
He served in various capacities in the 
credit department, such as clerk and in- 
vestigator, before becoming assistant cashier. 

W. L. Rehfeld, who began work as an 
office boy in the National Bank of Com- 
merce in 1909. He arose to the position 
of assistant cashier after serving as dis- 
count teller and credit clerk. While serv- 
ing as assistant cashier he represented his 
bank in several southern states east of the 
Mississippi River and has a wide acquain- 
tance in the south. 

Three other employes of “Mercantile 
Commerce” were promoted to assistant 
cashiers. They are as follows: 

H. W. Kroening, who began as an office 
boy in the National Bank of Commerce in 
1904. He has served in the capacities of 
clerk and assistant manager of the discount 
department, in addition to having training 
in other departments. 

V. A. Prevallet, who began as a stenog- 
rapher in the discount department of the 
National Bank of Commerce in 1910. Since 
that time he has served in the discount 
department, rising to the position of col: 
lateral clerk before his most recent advance 
ment. 

G. M. Telle, who began as a stenographer 
in the credit department of the National 
Bank of Commerce in 1908. He _ has 
specialized in statistical and analysis work in 
connection with the credit department. He 
was an assistant to the credit manager 
prior to his new advancement. 
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From left to right: V. A. Prevallet, H. W. Kroening and G. M. Telle, newly elected 
assistant cashiers of the Mercantile‘CCommerce Bank and Trust Company, St. Louis. 


CLEVELAND TRUST APPOINT- 
MENTS 


THE board of directors of the Cleveland 
Trust Co. recently ratified the following 
appointments: J. J. Rada, manager at the 
bank’s Euclid-79th office, J. A. Gustafson 
assistant manager at Newburgh office, and 
Harry C. Weber, assistant manager at 
Terminal office. 


R. L. ARDREY LEAVES 
GUARANTY 


RusHTon L. ARDREY, assistant treasurer of 
the Guaranty Trust Company of New York, 
has resigned, effective July 1, 1930, to be- 
come assistant vice-president of the Bank of 
Manhattan Trust Company. 


MADE OFFICER OF CENTRAL 
HANOVER 


THE Central Hanover Bank and Trust 
Company announces the appointment of 
John J. Collins as assistant vice-president. 
Mr. Collins has been with the bank seven- 
teen years, starting with the Central Trust 
Company in 1913. He was made assistant 
secretary of the Central Union Trust Com- 
pany in January, 1926. 


ELECTED OFFICER OF WORCES- 
TER COUNTY NATIONAL 


THE board of directors of the Worcester 
County National Bank, Worcester, Mass., 
has elected Harry R. McIntosh a vice-presi- 
dent. Mr. McIntosh entered the employ 
of the bank in 1917, coming to Worcester 


from North Adams where he had his initial 
banking training with the North Adams 
Trust Co. He has been with the bank 
ever since, excepting for a period of service 
in the World War. He was made assistant 
to the president in 1919, an office which he 
held until his recent promotion. 


GUARANTY COMPANY AP- 
POINTMENTS 


Guaranty Company of New York an- 
nounces the appointment of T. W. Hawes 
as manager and L. F. Sperry as assistant 
manager of the Main Office sales depart- 
ment. Norman H. Blake, formerly district 
sales manager will assist Harold F. Greene, 
vice-president and general manager, jin 
special work. 


BALTIMORE TRUST BUILDING 


TOWERING five hundred feet above the street, 
the Baltimore Trust Building, the latest and 
most impressive addition to that city’s 
skyline, is being received as one of the 
country’s foremost examples of the com- 
bination of rare architectural beauty with 
all the most modern facilities for the con- 
duct of business. 

Formally opened only a few weeks ago, 
this 34-story structure rises from. the site 
at Redwood, Light and Baltimore streets. 
The recessional type of architecture domi- 
nates its design.. In ‘harmony’ with, the 
setback plan, the stone base of the build- 
ing is surmounted by a _ heavy corbelled 
cornice near the fifth floor, above which 
a brick shaft, with vertical lines accentu- 
ated by piers, extends to the lower cresting 
at the stone-carved, ornamented twentieth 
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McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 
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story. Here the building is reduced to a 
tower capped by arches and winged but- 
tresses, topped by a steep groined roof. 

Centered in the Light street facade is 
the principal entrance. Through this arched 
portal, fifty feet high and twenty teet 
wide, access is gained to the high vaulted 
entrance hall, from which elevator lobbies 
lead to right and left and at the end of 
which is one of the building’s features, an 
enormous day-gate and ornamental wrought 
iron screen separating the lobby from the 
banking quarters. 

This structure, incidentally, offers one of 
the latest examples of the increasing de- 
mand that is being evidenced throughout 
the country for wrought iron, both for 
decorative and practical purposes. The 
colossal day-gate, as well as the wrought 
iron screens framing the tellers’ windows, 
are the work of Samuel Yellin, of Phila- 


The new Midland Bank Building in 
Cleveland is “modern American” in 
architecture. The front is of Ver- 
mont granite and the remainder of 
the exterior of Indiana limestone. 
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New York City 


delphia, the modern master-craftsman in 
wrought iron. This work was all forged 
by hand; and welded together on the anvils 
of his studio-workshop. 

Approximately 385 tons of wrought iron 
piping was specified by the collaborating 
architectural firms of Taylor and Fisher 
and Smith and May for heating and plumb- 
ing lines. 

Beyond the large iron day-gate is the 
main banking room, 80 by 200 feet, with 
a ceiling height of 50 feet. The lower 
floor, devoted to public space, is treated as 
a base in the architectural design, multi- 
colored columns of rare marbles beginning 
at the second floor level. Later there will 
be placed on the banking room walls above 
the mezzanine floor, four mural paintings 
depicting the history of Baltimore and 
Maryland. 

Three floors above the main floor are 
also used by the bank. The fourth is 
devoted to quarters for the bank’s per- 
sonnel, lockers, storage and filing spaces and 
the board room. In the basement are the 
vaults containing the safe deposit depart- 
ment, coupon rooms and security courts. 
Entrance to the  safe-deposit section is 
through a door weighing 64 tons and 
having four distinct sets of clock mechanisms 
to control its operation. Three light eleva- 
tors will carry ledger sheets from the first 
to the bookkeeping department on _ the 
mezzanine floor. 

Offices occupy the 230,000 square feet of 
floor space above the portion used by the 
Baltimore Trust Co. A total of ten high- 
speed elevators, traveling 800 feet per 
minute, serve the structure. 


INTERNATIONAL ACCEPTANCE 
BANK, INC., SEMI-ANNUAL 
STATEMENT 


THE statement of the International Accep- 
tance Bank, Inc., (New York) shows that 
since June of 1929 $575,000 has been added 
to undivided profits in addition to paying 
dividends and providing generously for re- 
serves. The report shows the amount due 





Established 1837 


ADRIAN H. MULLER & SON 


19 LIBERTY STREET, NEW YORK 


(Adjoining Federal Reserve Bank) 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 


to banks and customers at the end of June, 
1930, as $44,904,565 against $38,153,755 
at the end of June, 1929. The bank 
figures show a substantial increase in the 
amount of its acceptances outstanding June 
30, 1930, showing $85,516,141 against $60,- 
600,237 in June, 1929. 


MANHATTAN COMPANY ADDS 
STOCK 


STOCKHOLDERS of the Manhattan Company, 
New York, have approved an increase in the 
authorized capitalization of the company to 
$45,000,000 from $40,000,000 of $20 par 
value common stock. The additional stock, 
it is stated, will be held for use in the ac- 
quisition of interests by the Manhattan Com- 
pany or for such purposes as directors may 
have in the future. 


NET EARNINGS INCREASE 


At the semi-annual directors’ meeting of 
the Union Joint Stock Land Bank, a unit 
of the Guardian Detroit Union Group, Inc., 
the six months’ report, presented by O. P. 
Gossard, vice-president and managing di- 
rector of the bank, showed earnings of over 
$5.50 a share on each of the 6,000 shares 
outstanding. After hearing this report the 
directors voted to declare the regular quar- 
terly dividend of $1.50, payable July 15 to 
stockholders of record June 30. 

The dividend will be paid to the Guardian 
Detroit Union Group, Inc., inasmuch as the 
Group owns all the stock in the Union Joint 
Stock Land Bank with the exception of di- 
rectors’ qualifying shares. ‘When the Group 
was organized, stock in the Land Bank was 
traded for stock in the Group on a share 
for share basis. 

According to the report presented by Mr. 
Gossard net earnings for June, 1930, 
amounted to $7,477.52. This represents an 
increase of almost a thousand dollars over 
net earnings for May, 1930, which totaled 
$6,576.95. The net earnings for June, 
1930, exceeded net earnings for June, 1929, 
by nearly $2,000, net earnings for the 


month of June, 1929, having amounted to 
$5,582.38. 

The report also showed a substantial in- 
crease in net earnings for the first half of 
1930 over net earnings for the same period 
of 1929. From January 1 to June 30, 1930, 
net earnings amounted to $33,080.27, as 
compared with $29,046.36 for the same 
period in 1929. 


BANK STATEMENT SHOWS RE- 
MARKABLE GROWTH 


ToTAL assets of the Central Trust Company 
of Cambridge, Mass., have increased from 
$19,236,341.80 on June 30, 1929, to $22,- 
305,777.68 on June 30, 1930. During the 
same period deposits increased from $15,- 
222.139.12 to $16 847,195.37 and undivided 
profits from $710,298.29 to $1,520,325.11. 


The interior of the banking room of 
the Midland Bank, Cleveland, is 
paneled and columned in English oak. 
High oak counters are used by the 
tellers instead of the usual grille. 
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CHASE AND HARRIS, FORBES 
INTERESTS AFFILIATE 


AFFILIATION of the Chase Bank and Harris, 
Forbes ‘interests, whereby Chase Securities 
Corporation will acquire the capital stock of 
the Harris, Forbes Companies, creating the 
largest organization for the distribution of 
securities in the United States, was an- 
nounced recently. 





ALBERT H. WIGGIN 


Chairman of the governing committee 
of the Chase National Bank, New 
York. 


An official statement issued by Albert H. 
Wiggin, chairman of the governing board of 
the Chase National Bank; Lloyd W. Smith, 
president of Harris, Forbes & Company, 
New York, and John R. Macomber, presi- 
dent of Harris, Forbes & Company, Inc., 
Bosten, stated that, subject to legal formali- 
ties and approvals, an agreement had been 
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reached whereby Chase Bank interests and 
the Harris, Forbes interests will become 
affliated through the acquisition by Chase 
Securities Corporation of the capital stock 
of the Harris, Forbes. Companies, which 
owns the various Harris, Forbes operating 
companies. As the result of the transac- 
tion, the Harris, Forbes interests will become 
large stockholders of the Chase National 
Bank and Chase Securities Corporation. 

The announcement, according to officials 
of both organizations, marks the consumma- 
tion of plans which had been under con- 
sideration for several years. The union of 
interests, it is said, was regarded as most 
desirable from every standpoint. 

The Harris, Forbes Corporations will re- 
tain their separate identities and will con- 
tinue business as heretofore under the same 
executive management. They will continue 
the long standing relationship in the dis- 
tribution of investment securities with the 
Harris Trust & Savings Bank of Chicago. 

A number of members of the Chase or- 
ganizations, including Messrs. Albert H. 
Wiggin, John McHugh, Charles S$. McCain, 
Robert L. Clarkson, Winthrop W. Aldrich, 
Halstead G. Freeman, Murray W. Dodge 
and William L. McKee, will become mem- 
bers of the board of directors of the Harris, 
Forbes Companies. 

Lloyd W. Smith, John R. Macomber, E. 
Carleton Granbery and Harry M. Addinsell 
of Harris, Forbes & Company will become 
members of the board of directors of the 
Chase National Bank; and W. Eugene Mac- 
Gregor, Frederick S$. Burroughs and John K. 
Starkweather will become members of the 
board of Chase Securities Corporation. 

The Harris organization, starting as N. 
W. Harris & Co. in Chicago in 1882, added 
the Boston house in 1886 and the New 
York house in 1890. In 1907 the Chicago 
house was reorganized into the Harris Trust 
@ Savings Bank, the ownership of which 
was retained and still is held in Chicago, 
primarily with the Harris family. The 
eastern houses were incorporated and gradu- 
ally came into the ownership of the eastern 
partners, headed by Allen B. Forbes. The 
organization has sales offices in fifty cities 









in the United States and Canada. <A 
pioneer in the municipal and public utility 
bond business in this country, it has taken 
an active and important part in foreign 
financing since the war, and now has offices 
in London and Paris as well as permanent 
representatives in Berlin and Buenos Aires. 


THEODORE W. KNAUTH BE- 
COMES GENERAL PARTNER 
IN GERMAN FIRM 


THEODORE W. KNAuTH, of New York, has 
been admitted as a general partner of 
Knauth Nachod & Kuehne, of Leipzig, Ger- 
many, as of July 1, 1930. Saly Arno Was- 
serstrom, of Leipzig, has retired as a gen- 
eral partner in order to become a special 
partner. Mr. Knauth has been active in 
banking in this country and Germany since 
graduating from Harvard in 1907. The 
firm, established by his grandfather, has been 
in continuous existence since 1852. . During 
the World War it was separated from its 
New York affiliate of similar name, continu- 
ing its private banking business in Germany 
independently. Mr. Knauth will make his 
residence in Leipzig. 


TO BUILD ADDITION 


In order to provide additional facilities the 
Bank of Lake Placid, N. Y., will enlarge 
its present banking building and extensively 
remodel the interior. The work is being 
done by Hoggson Bros., New York. Dur- 
ing the building operations the bank will 
remove to temporary quarters. The reno- 
vated quarters are scheduled to be ready on 
February 1, 1931. 


AMERICAN EXPRESS BANK AND 
TRUST COMPANY ELECTS 
CORNELIUS J. MURRAY 
VICE-PRESIDENT 


Mep.ey G. B. WHELPLEY, president of the 
American Express Bank and Trust Company, 
New York, has announced the election of 
Cornelius J. Murray as vice-president. Mr. 
Murray comes to the American Express Bank 
and Trust Company direct from the Chase 
National Bank, where he had been serv- 


ing as vice-president, having occupied a 
similar position with the Equitable Trust 
Company prior to the merger of these two 
institutions. His election marks the first ad- 


dition to the vice-presidential staff of the 
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The South Carolina 


National Bank 
Charleston, S. C. 
Greenville, S.C. - 


Columbia, S. C. 


Consolidation of 


Bank of Charleston, N. B. A. 
‘ Charleston, 8. C. 
Norwood Nat. Bank Carolina Nat. Bank 
Greenville, 8. C. Columbia, 8. C. 


Capital $ 1,500,000.00 


Surplus 1,200,000.00 
Resources 30,000,000.00 


American Express Bank and Trust Company 
since it began business on April 15th last. 

Mr. Murray assumed his new duties on 
August 1. He secured his initial banking 
experience with the First National Bank of 
Sioux City, Iowa, coming to New York in 
1915 and joining, in 1917, in the or- 
ganization of the Mercantile Trust Company 
which subsequently merged with the Sea- 





© marceau 


CorNELIUS J. Murray 
Newly elected vice-president, Amer- 
ican Express Bank and Trust Com- 

pany, New York. 


board National Bank. During the war Mr. 
Murray served as a non-commissioned officer 
and later in France as a first lieutenant in 
the First Gas Regiment. 


15th ANNUAL CONVENTION 


FINANCIAL ADVERTISERS ASSOCIATION 
SEPTEMBER 17-20 


LOUISVILLE, KENTUCKY 


@ The 15th Annual Convention of the Financial 
Advertisers Association will be held this year 
at Louisville, Kentucky, September 17 to 20, at 
the Brown Hotel Leaders in bank, trust, 
and investment advertising and selling will fore- 
gather to discuss the most resultful ways to meet 
the challenge of the next decade. 


@ The problems of the metropolitan institution, 
those located in medium size centers and small 
cities, will be studied. The elemental problems 
as well as the latest developments will find expres- 

Three days of intensive study. 


@ A balanced, forward program. 


A demonstration of how financial houses are meet- 
ing their fast-moving, daily changing advertising 
and selling problems. 


@ And further, an opportunity to analyze your 
advertising against that exhibited by hundreds 
of financial houses An opportunity 
to check your work against others. 


YOU ARE INVITED TO ATTEND 


A BUSINESS CONFERENCE 
THREE DAYS -- RESULTFUL 


For further information address Preston E. Reed, Executive Secretary, 231 S. La Salle St., Chicago 
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CHARLES B. HALL ELECTED 
VICE-PRESIDENT MAN- 
HATTAN COMPANY 


Cuar_Les B. HALL, formerly secretary of the 
International Acceptance Bank, Inc., a unit 
of the Manhattan Company, New York, has 
been elected vice-president of the Manhattan 
Company. 

Mr. Hall was graduated from Phillips 
Academy, Andover, Mass., in 1911 and re- 
ceived his B. A. degree at Williams College 
in 1915. While there he was manager of 
the football team. During the World War 
he joined the French army, serving in the 
American Ambulance Field Service in France. 
For notable services he received the Croix 
de Guerre. Following business connections 
in the insulated wire and dyestuffs field Mr. 
Hall became associated with Henry W. Pea- 
body & Company, finally serving as manager 


CuHar_es B. HALL 


Recently appointed vice-presi- 
dent, the Manhattan Company, 
New York. 


of their textile department in Manila, the 
Philippine Islands. 

In 1921 Mr. Hall entered the auditing 
department of the International Acceptance 


Bank, Inc. After varied experience in the 
discount, purchasing, personnel and manage- 
ment departments he was appointed assistant 
secretary, then in turn assistant vice-president 
and secretary. He was also vice-president of 
International Acceptance Trust Company, 
having charge of personal trust work. 

Mr. Hall is now vice-president of the 
Manhattan Company, having charge of mat- 
ters o! administration for the main office of 
the Bank of Manhattan Trust Company, 


Se 
| Learn Languages 
This Summer 


Personal instruction in French, Spanish, 
Italian, German, English, etc., continues at 
the Berlitz School all summer. 


Our classrooms are always bright, cool and 
comfortable. And the Berlitz Conversational 
Method, used by skilled native teachers, as 
sures satisfactory results. 


Private and Class Instruction Day and 
Evening. We prepare for all language ex- 
aminations. Ask for catalog. 


REDUCED SUMMER RATES 


iw a 
LANGUAGES 


Established 1878 
Branches throughout the World 


Manhattan — 30 West 34th Street 
Tel. Pennsylvania 1188 


Brooklyn — 434 Albee Square (Gold St.) 
Tel. Triangle 1946 


International Acceptance Bank, Inc., Inter- 
national Manhattan Company, Inc., and 
Bank of Manhattan Safe Deposit Company. 


H. Earte Dow 
Recently appointed vice-presi- 
dent of Bank of Manhattan 
Trust Company, New York. 
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H. EARLE DOW PROMOTED 


A RECENT promotion in the Bank of Man- 
hattan Trust Company, New York, was that 
of H. Earle Dow from assistant vice-presi- 
dent to vice-president. 

Mr. Dow was born in St. George, N. B., 
Canada, on December 31, 1894, and grad- 
uated from St. George High School in 1910. 
Early in 1911 he entered the service of the 
Bank of Nova Scotia, one of the large 
Canadian banks in his home town, starting 
in as junior clerk. After serving that in- 
stitution in their offices at Glace Bay, Mont- 
real, Toronto, Ottawa,. Fredericton and Hali- 
fax in various capacities, he left them while 
assistant manager at the latter place and 
joined the Bank of Manhattan Trust Com- 
pany as assistant cashier in May, 1928. In 
December of that year he was appointed 
assistant vice-president, and now comes his 
latest promotion. 

His work in the executive department of 
the company has to do with auditing, in- 
vestigating and co-ordination of | branches. 
In addition he has recently taken charge of 
loan examinations in branches. 


DAYTON KEITH WITH NA- 
TIONAL REPUBLIC 
COMPANY 


Dayton KeitH, who has for many years 
been vice-president of the Chicago Trust 
Company in charge of the real estate loan 
division, has been elected a vice-president 
of the National Republic Company, Chicago, 
and will have an active part in its manage- 


ment. He will remain as vice-president of 
the Chicago Trust Company and will con- 
tinue general supervision of the activities 
of the real estate loan division of that bank. 


CHEMICAL BANK & TRUST COM- 
PANY TO ABSORB CHEMICAL 
NATIONAL ASSOCIATES, 
INC. 


Percy H. JoHNsTON, president of the 
Chemical Bank & Trust Company, and 
LeRoy W. Campbell, president of the Chem- 
ical National Associates, Inc., announce that 
a plan has been formulated looking to the 
consolidation of the Chemical National As- 
sociates, Inc., with the Chemical Bank & 
Trust Company, and its affiliate, Chemical 
National Company, Inc., on a basis of 2%4 
shares of Associates’ non-voting stock for 
1 share of the Chemical Bank's stock. 
Formal action to approve the plan and 
submit it to the stockholders on both sides 
will be taken by both boards of directors 
within a few days, after which the notices 
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and proxies will go forward to the stock- 
holders. The charter of Associates will be 
amended so as to give holders of its non- 
voting stock the right to vote on the 
proposition. 

Under the proposed plan the Chemical 
Bank increases its capital from $15,000,000 
to $21,000,000 and its surplus and undivided 
profits from about $22,700,000 to approxi- 
mately $43,700,000, or a total of capital 
funds of about $64,700,000. At the same 
time the Chemical National Company, Inc., 
(whose stock is trusteed for the Chemical 
Bank stockholders) increases its capital and 
surplus from $9,500,000 to $20,000,000. 
As a result, the book value of Chemical 


© sianx-stowter 
Percy H. JoHNSTON 


President the Chemical Bank 
Trust Company, New York. 


and 


Bank stock on the combined basis will be 
increased from $31 to approximately $40 pet 
share, the par value being $10 per share. 

The transaction does not involve “rights 
or subscription privileges to Chemical Bank 
stockholders, as the additional Chemical 
Bank shares will be issued to pay for the 
assets of Associates. Such assets are of a 
very liquid character, consisting principally 
of prime bonds and acceptances, with a 
relatively small amount of stocks. 

It is proposed to continue the present 
dividend rate of $1.80 per share or 18 per 
cent. per annum, on the increased capital. 

The Chemical Bank is one of the historic 
old banks of New York and during the last 
several years has experienced great growth. 
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DECLARES QUARTERLY 
DIVIDEND 


Tue board of directors of the Tradesmens 
National Bank and Trust Company, Phila- 
delphia, has declared a quarterly dividend 
of $3 per share, payable August 1 to stock- 
holders of record at the close of business 
July 25, 1930. 


STATE SAVING RECHARTERED 


Tue State Savings Bank, of St. Paul, Minn., 
which has operated as a mutual institution 
for forty years, has been rechartered by the 
state banking department as a commercial 
bank and has afhliated with the First Bank 
Stock Corporation. Hereafter it will be op- 
erated as a member of the First National 
group of St. Paul, which has total resources 
in St. Paul of $144,000,000, serving 120,- 
000 depositors. 


BOSTON BANK MERGER 
APPROVED 


ConsoLipATION of the Atlantic National 
Bank and the Beacon Trust Company of 
Boston has been approved by the stockhold- 
ers of each institution. The merger, uniting 
deposits in excess of $143,000,000- and total 
resources of more than $175,000,000, will 
become effective as soon as approved by 
the Comptroller of the Currency. There 


will be no change in the personnel of either 
bank. 


BANK OF NEW YORK AND 
TRUST STATEMENT 


Art the close of business on June 30, 1930, 
the Bank of New York and Trust Com- 
pany, New York, had total resources of 
$146,450,214.21 and deposits of $113,859,- 


829.20. Surplus and undivided profits were 
$14,698,751.39. 


DEATH OF BENJAMIN B. HICKS 


THe officers and directors of the Third Na- 
tional Bank and Trust Company, Scranton, 
Pa., have announced with deep sorrow the 


death of the bank's former vice-president, 
Benjamin B. Hicks. 


MOVES BRANCH OFFICE 


Tur Park avenue office of the Irving Trust 
Company, New York, which for more than 
eight years has been at Park avenue and 


48th street, 


New 


has been moved to the 
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York Central Building at Park avenue and 
46th street. The company also recently 
opened a new branch office at Avenue M 
and East 19th street, Brooklyn, under the 
supervision of Stanley T. Wratten, vice- 
president. G. M. Koppel, Jr., will be in 
charge. 


MIDLAND BANK IN NEW 
QUARTERS 


THE Midland Bank and Midland Corpora- 
tion, Cleveland, are now located in new 
banking quarters in the Cleveland Union 
Terminal Area. The building is connected 
with the Union Station and to all other 
units in the group by stairways, ramps and 
passageways. ‘The first three floors of the 
building are occupied by the Midland Bank 
and the Midland Corporation. The main 
banking room is finished in English oak and 
has a large wood-burning fireplace at the 
far end. The banking offices were designed 
not only with a view of achieving beauty 
and a charm and warmth of atmosphere, 
but also with the aim of convenience and 
comfort of customers in the transaction of 
business. 


PROMOTIONS BY COMMERCIAL 
NATIONAL 


A. B. FLetTcHER, formerly manager of the 
foreign department and assistant cashier of 
the Commercial National Bank and Trust 
Company, New York, has been appointed 
assistant vice-president of the company. 
Francis V. Forestal, who was assistant man- 
ager of the foreign department, has been 
appointed manager. Cornelius J. Carey and 
Clarence Lister have been made assistant 
managers of the department. 


MERGER OF THREE NEW YORK 
BANKS 


THE merger of the Broadway National Bank, 
the Plaza Trust Company and the Park Row 
Trust Company, all of New York, has been 
approved by the board of directors of each. 
The new company will be known as the 
Broadway and Plaza Trust Company and 
will have its head office at 261 Fifth avenue, 
present headquarters of the Broadway Na- 
tional. 

The new bank will have a capital of 
$1,350,000 and surplus of $1,800,000 and 
undivided profits of $225,000, totaling half 
of the capitalization of the respective in- 
stitutions as now constituted. The remainder 
of the capital and surplus will be distributed 
pro-rata among the stockholders. 
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PROMOTIONS AT THE HIBERNIA 
BANK OF NEW ORLEANS 


PRESIDENT R. S. Hecut, of the Hibernia 
Bank & Trust Company, of New Orleans, 
has announced a number of well-earned pro- 
motions. H. E. Heiny who, since its open- 
ing in September, 1925, has been manager 
of the Broadmoor branch, has been trans- 
ferred to the main office where he will be 
associated with Assistant Vice-President 
Monasterio in the business development work 
of the entire institution, succeeding Mark 
Bartlett who has resigned to accept a flat- 
tering offer from the North Carolina Bank 
@ Trust Company, of Greensboro, N. C. 

Mr. Heiny has been with the Hibernia 
Bank for the past five years and has had a 
thorough banking training. He has been 
active in the Broadmoor Civic Improvement 
Association of which he was one of the or- 
ganizers and of which he has served as 
treasurer since its organization. 

R. F. Nichols becomes acting manager of 
the Broadmoor branch to succeed Mr. Heiny. 
Mr. Nichols has been an employe of the 
Hibernia Bank for ten years, is thoroughly 
familiar with all the details of the business, 
and has enjoyed steady progress, culminat- 
ing in the present promotion which places 
him in charge of one of the bank's most 
rapidly growing branches. 


Judson Hardy who, since his graduation 
from Tulane University in 1928, has been 
associated with the advertising department 
of the Hibernia Bank, becomes acting man- 


ager, and A. A. Hopfensitz, who also 
graduated from Tulane University in 1928, 
becomes assistant manager in the same de- 
partment. 

It is an interesting fact that in every in- 
stance these promotions have come to bank 
men who have been consistent students in 
the New Orleans Chapter of the American 
Institute of Banking. 


CHATHAM PHENIX BANK AP- 
POINTS RESIDENT LONDON 
REPRESENTATIVE 


THE Chatham Phenix National Bank and 
Trust Company has announced the appoint- 
ment of Gerald N. B. Watkins as resident 
representative of the bank in London. Mr. 
Watkins, who was formerly an officer of 
the Anglo South American Trust Com- 
pany, New York, was for some time con- 
nected with the Hong Kong and Shanghai 
Banking Corporation in London, leaving its 
employ at the outbreak of the war in 1914. 

Mr. Watkins sailed on the Europa July 
23 for Southampton, accompanied by John 
B. Glenn, vice-president of Chatham Phenix 
National Bank and Trust Company in charge 
of foreign department. 
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COMING BANKERS’ CON- 
VENTIONS 


AMERICAN BANKERS ASSOCIATION, Cleve- 
land, September 29-October 2. Executive 
manager, Fred N. Shepherd, 110 East 42nd 
street, New York City. 


AMERICAN INSTITUTE OF BANKING, Pitts- 
burgh, 1931. Secretary, Richard W. Hill, 
110 East 42nd street, New York City. 


ARIZONA BANKERS ASSOCIATION, Tucson, 
November 7-8. Secretary, Morris Goldwa- 
ter, Prescott. 


DELAWARE BANKERS ASSOCIATION, Reho- 
both, September 4. Secretary, Warren K. 
Ayres, Wilmington Trust Company, Wil- 
mington. 


FINANCIAL ADVERTISERS ASSOCIATION, 
Louisville, Ky., September 17-20. Headquar- 
ters, Brown Hotel. Secretary, Preston Reed, 
231 South La Salle street, Chicago. 


FourTH SOUTHERN TRUST CONFERENCE, 
Charleston, S. C., spring of 1931. Under 
the auspices of the Trust Company Division, 
American Bankers Association. 


INDIANA BANKERS ASSOCIATION, Fort 
Wayne, September 10-11. Secretary, Forba 
McDaniel, 310 Odd Fellows Building, In- 
dianapolis. 


INVESTMENT BANKERS ASSOCIATION, New 
Orleans, October. Headquarters, Roosevelt 
Hotel. Secretary, Alden H. Little, 105 South 
La Salle street, Chicago. 


IowA BANKERS ASSOCIATION, Waterloo, 
1931. Secretary, Frank Warner, 430 Lib- 
erty Building, Des Moines. 


KENTUCKY BANKERS ASSOCIATION, Louis’ 
ville, September. Secretary, Harry G. Smith, 
705 Marion E. Taylor Building, Louisville. 


MAINE AND MASSACHUSETTS SAVINGS 
Banks ASSOCIATIONS, joint meeting, Swamp- 
scott, Mass., September 18-20. 


Morris PLAN BANKERS ASSOCIATION, 
Poland Springs, Me., September 15-17. Ex- 
ecutive vice-president, R. W. Pitman, St. 
Louis, Mo. 


NaTIONAL SAFE Deposit CONVENTION, 
Chicago, spring of 1931. 


NEBRASKA BANKERS ASSOCIATION, Omaha. 
Secretary, William B. Hughes, 420 Farnam 
Building, Omaha. 





THE BANKERS MAGAZINE 





Paciric Coast AND Rocky MOUNTAIN 
STATES TRUST CONFERENCE, Seattle, Wash., 
August 68. ‘ 


Savincs BANKS ASSOCIATION OF THE 
StaTE OF New York, Quebec, September 
24-26. Headquarters, Chateau Frontenac. 
A boat trip up the Saguenay River will fol- 
low the convention. 


SixtH Mrm-ConTINENT Trust CONFER- 
ENCE, Indianapolis, fall of 1930. Under the 
auspices of the Trust Company Division, 
American Bankers Association. 


SoutH DaxkoTA BANKERS ASSOCIATION, 
Huron, June 24-26, 1931. Secretary, Geo. 
A. Starring, City Hall Building, Huron. 


Texas BANKERS ASSOCIATION, San An- 
gelo, May 12-14, 1931. Secretary, W. A. 
Philpott, Jr., Dallas. 


West VIRGINIA BANKERS ASSOCIATION, 
Morgantown, 1931. Secretary, J. S. Hill, 
Charleston. 


Wyominc BANKERS ASSOCIATION, Casper, 
August 29-30. Secretary, Harry B. Hender- 
son, Cheyenne. 


MARK BARTLETT GOES TO 
NORTH CAROLINA BANK 


W. S. RyLanp, president of the North Caro- 
lina Bank and Trust Company, Greensboro, 
N. C., has announced the appointment of 
Mark Bartlett, formerly business develop- 
ment manager of the Hibernia Bank and 
Trust Company of New Orleans, to the posi- 
tion of director of public relations in the 
North Carolina Bank and Trust Company. 

Mr. Bartlett has, for the last thirteen years, 
been connected with the Hibernia Bank and 
for the last eight years has been associated 
with the advertising department of that in- 
stitution. He has been active in the Ameri- 
can Institute of Banking, the Financial Ad- 
vertisers Association, the New Orleans As- 
sociation of Commerce, the New Orleans Ad- 
vertising Club and other civic bodies. He 
has been at various times president of the 
New Orleans Chapter, American Institute 
of Banking, vice-president Seventh District 
International Advertising Association and 
secretary-treasurer New Orleans Advertising 
Club. For a number of years he has been 
active in American Institute of Banking de- 
bate work and was captain of the New Or- 
leans Chapter debating team which was suc- 
cessful in winning the national championship 
of the institute at the annual convention in 
Tulsa in 1929. He was chairman of the 
National debate committee of the institute for 
the 1929-30 term. 
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Good Bank Building 


By 
ALFRED HOPKINS 


Specialist in Bank Architecture 


This book is a complete treatise 
on the subject, profusely illustrated 
and beautifully printed. You owe 
it to your bank to read it. $7.50 


Send for a copy 
on approval 


BANKERS PUBLISHING CO. 
71 Murray Street, New York 


ee a a a EO A a 
Se 


Mr. Bartlett was born and educated in 
New Orleans, entering the Hibernia Bank as 
a clerk in 1917. He was appointed assistant 
advertising manager in 1923 and became 
manager in 1926. On January 1, 1930, he 
was made business development manager, 
which position he held at the time he left 
New Orleans to go to Greensboro. 


No bank is complete nowadays with- 
out the following adjuncts: 

Twenty cages with signs reading, “Next 
Window Please.” 

One porter in uniform to interfere with 
you when you want to write a check. 

Three assistant cashiers to say they don't 
know you when you want to be identified. 

Ten vice-presidents to sit around and plan 


foursomes for the afternoon.—Jacksonville 
(Fla.) Journal. 


Financier’s I have an 


Son: 
idea.” 

Mother: “Well?” 

Son: “Lend me ten shillings, but only give 
me five and then I shall owe you five and 
you will owe me five, and so we shall be 
quits."—Passing Show (London). 


“Mother, 





BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 


THE FEDERAL RESERVE SysTEM; ITs ORIGIN 
AND GROWTH. REFLECTIONS AND RECOL- 
LECTIONS. By Paul M. Warburg. New 
York: The Macmillan Company. $12. 
Two volumes. 


THAT a man so intimately concerned with 
tne origin of the Federal Reserve System 
and so influential in banking circles should 
agree to make public his experiences and 
thoughts in connection with this crucial sub- 
ject is a matter of no small interest. To 
quote Mr. Warburg himself, “The manu- 
script was composed under the trying strain 
of contending emotions: A sense of duty 
not to withhold information which might 
serve the public interest clashed with a 
strong feeling of repugnance against allow- 
ing myself to be drawn into a controversy 
concerning phases in our banking history in 
which I had played an active part.” 

The nature of the book destines it to be- 
come a historical document of great impor- 
tance, yet the author has presented his ma- 
terial in such form that reading is easy 
rather than arduous. The first volume 
gives Mr. Warburg's “reflections and recol- 
lections” on the origin and development of 
the Federal Reserve System in an easy 
personal narrative, punctuated with quota- 
tions from papers, speeches, and the 
letters of persons of national and _ inter- 
national importance, and enlivened by per- 
sonal anecdote. It enables Mr. Warburg to 
“establish authentically the chronological 
record of events, often in refutation of as- 
sertions made by others.” The quotations 
which form an integral part of the story, 
and the mass of documentary evidence as- 
sembled in the appendix, substantiate the 
author's assertions without adding heaviness 
to the text. 

Volume Two gives a collection of ad- 
dresses and articles published by Mr. War- 
burg between 1907 and 1924. These serve 
further to illuminate the subject and are of 
indispensable value to a complete record of 
the Federal Reserve System and an under- 
standing of its present status and require- 
ments. 


How O tp Am I FINANCIALLY? 
Mills deForest.. New York: 
Provident Corporation. $3.15. 


A NEW system of systematic saving to 
achieve financial independence at the age of 
sixty-five is outlined in this volume. It gives 
tables by means of which the reader can 
easily ascertain his financial age, and by ad- 
hering to which he may maintain any of 
three suggested reserves, minimum, middling 
or master. A supermaster schedule is given 
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By Charles 
American 


, 


for those who wish to have a reserve of 
ener when they reach the age of sixty- 
ive. 

The first part of the book is occupied 
with explaining the necessity of such a 
money reserve and the investments which 
may be safely included in such a reserve. 
It also explains the workings of the table 
which is contained in Part II of the volume. 

This table shows (1) the amount of 
money which a person wishing to carry out 
any of the three plans for accumulating 
capital should have at his age, or at any 
stated age, in years and months; (2) the 
amount he should save weekly or monthly 
to maintain his position; and (3) the total 
he will have at the age of sixty-five. A 
valuable feature of the second part of the 
book is a budget outline, wherein the reader 
may set down his expenses. 

Chapter headings suggest the scope of the 
book: The Greatest Invention; Reasons for 
Money Reserve; How Much Reserve; Com- 
pound Interest; Time; Bank and Budget; 
What to Include in Your Reserve; Choosing 
Investments; Speculation Analyzed; Excuses 
of the Improvident; The M. Reserves Help 
Answer Weighty Questions; Reserve Sched- 
ules and Financial Records. 


SavINGs BANKS AND SAvINGS DEPARTMENT 
MANAGEMENT. By William G. Sutcliffe 
and Lindley A. Bond. New York: Har- 
per & Brothers. $95.15. 


Most books on banking subjects are either 
practical explanations of the operation and 
management of the department or institution 
under discussion, or are theoretical treatises 
dealing only with the general policies which 
underlie such operation. In this book, how- 
ever, which has been written by a practical 
savings banker and a professor of economics, 
both views are given. The policies which 
make necessary a certain procedure are 


outlined and then a detailed description of 


the methods of such a procedure are given. 

Under such a method the material is 
naturally developed in three distinct parts. 
First is presented the history of savings 
banks and the various types of savings in- 
stitutions, including, of course, the com- 
petitors to the savings banks and savings de- 
partments as they are generally known. In 
the second part the machinery of manage- 
ment is considered. First is outlined the 
procedure of organizing a savings bank and 
then a list of the officers of such an in- 
stitution with an outline of the duties of 
each is given. 

The third part of the volume, which takes 
up the problems of management, is by far 
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the longest. Under it come such chapters 
as: The Opening of the Bank; Procedure 
in Making Deposits in Savings Banks and 
Departments; Withdrawals, General Pro- 
cedure: Problems in Handling Checks; Pay- 
ment Problems Relative to Weak Signa- 
tures, Minors, and Joint Accounts; Transfers, 
Assignments and Attachments; Fiduciary Ac- 
counts: Lost Passbooks; Investments; Loans 
on Personal Security; The Dividend; School 
Savings, Christmas Clubs, Travel Clubs, etc.; 
Personal Service; Recent Trends. 

W. Espey Albig, deputy manager Savings 
Bank Division, American Bankers Associa- 
tion, who contributed an introduction to 
the volume, says that it serves a two-fold 
purpose. “Bankers who are seeking light 
on the modern tendency, which is the se- 
curing and utilizing of savings deposits, will 
find a wealth of information. Young bank- 
ers seeking to join economic information 
with daily practice will find here a helpful 
working handbook.” 


Direct ADVERTISING GuIDE, 1930. Edited 
by J. C. Aspley. Chicago: The Dartnell 
Corporation. $2.40, cloth binding; $3.15, 
Molloy binding. 

Tuis book is both a yearbook of direct ad- 
vertising, insofar as it reviews the outstand- 
ing campaigns and direct-mail pieces of the 
last year, and also a reference manual for 
those who plan, produce and use printed 
matter and lithography to promote sales. 

The 1930 edition is the second annual 
edition of Direct Advertising Guide, which 
is an outgrowth of the A'dvertiser’s Guide, 
first issued in 1925. The new volume con- 
tains much of the reference data of the 
1929 guide, and in addition a range of 
sales promotional ideas which can be readily 
adapted to almost any line of business. A 
review of direct-mail campaigns which have 
suggestive value is also given. 

The volume contains an index of articles 
on the subject of direct-mail advertising 
published in Printed Salesmanship since that 
publication has been issued by the Dartnell 
Corporation. A large number of illustra- 
tions add to the volume’s value. 


CrowELL’s DICTIONARY OF BUSINESS AND 
FINANCE. Third printing, largely revised 
and reset. New York: Thomas Y. Cro- 
well Company. $3.65. 

In this volume are contained a wide variety 

of facts needed in the business day. Words 

defined are listed alphabetically and defined 
in non-technical terms. Cross indexing is 
used when needed to aid the reader to de- 
velop further any given topic. Where neces- 
sary, longer, encyclopedic definitions of sev- 
eral hundred words, have been used so that 


the subject may be analyzed as well as de- 
fined 
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In this revised edition definitions and 
terms have been brought up to apply to 
conditions of 1930. Most of the revisions 
are the result of expert opinion. 


REAR ADMIRAL ByRD AND THE Po ar Ex- 
PEDITIONS. By Coram Foster. New 
York: A. L. Burt Company. 90 cents. 

AN interesting story of the Byrd family 

from the time of its first settlement in Vir- 

ginia, which leads up to the life and 
achievements of Rear Admiral Byrd. The 


recent Antarctic expedition is recounted at 
length. 


WHEN I Was A Harvester. 
L. Yates. 


Company. 


By Robert 
New York: The Macmillan 
$1.90. 

THE first-hand story of the author's summer 
as a member of a wheat-harvesting crew in 
the Canadian Northwest. 


THE Future oF Empire Trape. By J. E. 
Ray. New York: Pitman. 90 cents. 


“THERE is no bigger business problem chal- 
lenging the British people than the organiza- 
tion and conduct of inter-Empire trade on 
a sound and sane basis,” says the author, 
and in this volume he has made a valuable 
contribution to the understanding of that 
problem. He has analyzed the general eco- 
nomic situation, past, present and prospec: 
tive, and has given the reader a sufficiency 
of material bearing on the resources and 
productive capacity of the Empire's various 
territories and on the trend of Empire trade, 
to give weight to his argument. 

Chapter headings suggest the topics cov- 
ered in the book: A Survey of British In- 
dustry and Trade; Great Britain and Her 
Dominions; Resources of the Empire; Food- 
stuffs; Resources of the Empire; Miscellane- 
ous Manufacturing in the Dominions; The 
Trend of Inter-Empire Trade; Empire Pref- 
erential Tariffs; Migration and Empire De- 
velopment; The Need for Education; The 
Future and Its Possibilities. 


PAMPHLETS RECEIVED 


Gotp PropucTION AND Its Future. By 
H. A. Kursell, resident engineer in New 
York City of the American Smelting and 
Refining Company. 


FIFTH QUARTERLY REPORT OF THE TECH’ 
NICAL ADVISER TO THE NATIONAL BANK 
OF RUMANIA. 


THE Hanpdy MANUAL OF INVESTMENT 
Trusts, 1930. Issued by Steelman & 
Birkins, 60 Broad street, New York. 
Latest available financial statements, earn- 
ings, reports and other statistical data on 
185 American Investment Trusts. 
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A Stupy OF THE DIVERSIFICATION OF IN- 
SURANCE COMPANY INVESTMENTS. An- 
nual edition covering the year 1929. 
Issued by J. G. White & Company, Inc., 
37 Wall street, New York. 


Wuat AN Investor SHOULD Know. _Is- 
sued by National Better Business Bureau, 
Inc., Chrysler Building, New York. Some 
facts for inexperienced investors that will 
assist them to distinguish between repu- 
table and shady investment offerings. 


HunGary’s FINANCE AND _ TRADE. By 
Eugene Havas. Preface by Sir Arthur 
Salter, K. C. B. London: London Gen- 
eral Press. An annual publication deal- 
ing exhaustively with Hungary's finances 
and trade. 


A Test ANALYsIS OF UNSUCCESSFUL IN- 
DUSTRIAL CoMPANIES. Issued by the Bu- 
reau of Business Research, University of 
Illinois. Urbana, Ill. Price 50 cents. 


THE AustRIAN YEARBOOK, 1930. A refer- 
ence book on Austria for English-speaking 
readers. Issued by the Austrian Federal 
Press Department. Vienna: Manzche Ver- 
lags-und Universitats-Buchhandlung. 


ACCEPTANCE FINANCING OF MERCHANDISE 
IN StorRAGE. Issued by the Kidder Pea- 
body Acceptance Corporation, 11 Wall 
street, New York. 


Tue A B C oF RatLroap CONSOLIDATIONS. 
By Milton W. Harrison, president Na- 
tional Association of Owners of Railroad 
and Public Utilities Securities, Inc., New 
York. 


Frank Facts Aspout A New PHASE OF 
BANKING. Richmond: The Morris Plan 
Bank of Virginia. A concise outline of 
the principles under which the Morris 
Plan Bank of Virginia operates and in 
which it differs from the original Morris 
Plan institution. 


DoMINION OF CANADA ANIMATED ATLAS. 
Text by Oliver Master. Drawings by 
Arthur Edward Elias. Information about 
Canada given by means of a series of 
illustrated maps, in addition to text. Is- 
sued by the Natural Resources Intelligence 
Service, Department of the Interior, 
Ottawa. 
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BOOKS RECEIVED 


Diz FINANZIERUNG DES DEUTSCHEN Srras- 
SENBAUES. Denkschrift der Studienge- 
sellschaft fur die Finanzierung des Deut- 
schen Strassenbaues. Berlin. 

BANKING Ratios. By Horace  Secrist, 

Ph. D. _ Assisted by Keith Pawlison, 

Ph. D. Stanford University Press, Stan- 

ford University, Calif. Price, $10. A 

study of the operating results of mem- 

ber banks with special reference to the 

Twelfth Federal Reserve District, and to 

California. 


FRACTIONAL Money: A History of Sntall 
Coins and Fractional Currency in the 
United States. By Neil Carothers. New 
York: John Wiley & Sons, Inc. Price $4. 


Our SERVICE to YOU 


We are headquarters for books 
on all phases of banking and 
finance and make a specialty of 
equipping banking and financial 
libraries. 


If you will write us what par- 
ticular subjects you are inter- 
ested in we will recommend a 
list of books and will 
notify you of all new books 
published. 


also 


Our new catalogue will be 
ready early this fall. 


BOOK DEPARTMENT 


Bankers Publishing Company 


71 Murray Street 
New York City 








